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NOMINATION OF FRED KORTH TO BE SECRETARY OF
THE NAVY

THURSDAY, JANUARY 18, 1062

U.S. SENATE,
COMMITTEE ON ARMED SERVICES,
Washington, D.C.

The committce met, pursuant to notice, at 10:30 a.m., in room 212,
Senate Office Building.

Present: Senators Russell (chairman), Stennis, Symington, Jackson,
Thurmond. Engle. Bartlett, Cannon, Saltonstall, Smith (Maine),
Case (South Dakota), Bush, and Beall.

Also present: Harry L. Wingate, Jr., chief clerk; Herbert S.
Atkinson, assistant chiel clerk; William H. Darden, T. Edward
Broswell, and Gordon A. Nease of the committee staff.

Chairman Russerrn. Nominations to fill three very important
civilian positions are pending before the committee. All three of the
nominees have received recess appointments and have been installed
in their respective offices and the hearing this morning was scheduled
in anticipation that covering nominations would be sent to the Senate
promptly after the session convened.

However, the nominations were not actually reccived in the Senate
until January 15, and they have, therefore, not been pending here for
the 7 days required by our Committec on Rules.

Since other meetings have been scheduled to follow this one, not
only of the full committee, but of our subcommittecs, and since it is
apparent that one of the principal purposes of the 7-day rule—ade-
quate notice—has been fulfilled, we are adhering to the original sched-
ule, and the committee can decide in executive session about the time
of reporting any nominations on which favorable action may be taken
this morning,

Under ordinary circumstances, we would first receive the testimony
from the nominee for the Office of Director of Central Intelligence.
However, there is some indication that the other two nominations
will require much less time, and to assure that we will consider all of
them this morning, I have suggested to Mr. McCone, with his in-
dulgence, that we depart from a strict adherence to that ordinary
committee protocol and that we take the other nominecs first.

I will therefore ask Mr., Fred Korth, of Texas, who has been nomi-
nated to be Secretary of the Navy, to take tho chair there at, the end
of the table. Mr. Korth has had previous service in the Department
of Defense. : ‘

1
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I am sure most of the members of the committee will recall that he
was Assistant General Counsel and later served as Assistant Secretary
of the Army.

We are pleased o have you here this morning, Mr. Korth. We
congratulate you on your nomination. You have been before us
‘before, and, for the benefit of our members and for the records of
this committee, we would like to have a bricf statement of your
background, a biographical sketch.

STATEMENT OF FRED KORTH, NOMINEE TO BE SECRETARY OF
THE NAVY

Secretary Korra. Thank you, Mr. Chairman.

1 believe that the members of the committee have been handed
a short biographical sketeh, but I do want to cxpress my appreciation
to all of the members for this privilege of appcaring before you at
this time.
~ To give you a little more background on my carecr, I should like
to say that I was born in Yorktown, Tex., a small city in south Texas,
in 1909, and grew up in Texas on & ranch near San Antonio.

1 attended public schools in San Antonio, graduated from the
University of Texas in 1932 with a bachelor of arts degree and from
George Washington University in 1935 with a law degree.

Prior to my graduation from law school, I met and married my wife,
Vera Connell, and we have three children: Nina Maria, who has two
daughters, her husband is an assistant U.S. attorney in the northern
district of Texas; a son, Fritz, who is a freshman at the University of
Texas Law School, having graduated from Princeton last June; and a
younger daughter, Verita, who is in high school. She is presently in
high school at Fort Worth, although at the change of terms this coming
month she will travel to Washington to join Mrs. Korth and me.

I was admitted to the Texas and the District of Columbia bars in
1935. I engaged in the practice of law with the now dissolved firm of
Thompson & Barwise from 1935 to 1941, when I entered the scrvice
of the U.S. Army Air Corps at that time, advancing to the grade of
lieutenant colonel when I was separated in 1946.

I then practiced law again in Fort Worth from 1946 to 1951 in
fartnership with Fred Wallace, and in 1951 I came to Washington,

thought for a 2-weck period, to help Frank Pace, the then Secretary
of the Army, but that 2 weeks turned out to be 2 years, until the
change of administration in January of 1953.

Subsequent to that, I became executive vice president and a director
of the Continental National Bank in Fort Worth. I continued with
that bank and became president of the bank in 1959. I have resigned
as president and director of the bank effective January 2. Prior to
my coming to Washington, I was a director of the Bell Aerospace
Corp., the Professional & Business Men’s Insurance Co., and the
Texas & Pacific Railway Co.—all of which positions I have resigned.

T believe that the committee has likewise available to it a list of
my stock holdings, and in that connection I should like to state that
I have disposed of all stocks which might have even a remote defense
implication.
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I do retain stocks in several banks, in one small children’s garment

manufacturing company in Jamaica which does no business what-
soover with the Government or with the Defense Establishment, and,
likewise, own certain real estate ranches. I have an interest in several
in Texas, aggregating to a total of perhaps some 12,000 acres.
- I have a very minor oil interest. The total income from the oil
interest perhaps amounts to no more than $500 per year. This was
as a result of an investment which was not very wise, I might add,
Mz, Chairman, :

I believe that concludes my oral statement. T shall, of course, be
pleased to answer any questions which may be asked me.

(The nomination reference and biographical statement follow:)

- NoMINATION REFERENCE AND REPORT

In ExECUTIVE SESSION,
SeENATE OF THE UNITED STATES,
January 15, 1962,

S Ordered, That the following nomination be referred to the Committee on Armed
ervices: .
The following-named person, who was appointed during the last recess of the
Senate, to the office indicated:
Fred Korth, of Texas, to be Secretary of the Navy, vice John B. Connally,
* Junior, resigned. :

Frep Kortr

Born September 9, 1909, at Yorktown, Tex.

Family: Wife, Vera Connell Korth; three children, Nina Maria Cole, Fritz-
Alan, and Vera Sansom (Verita) Korth.

Education: Public schools, San Antonio, Tex.; University of Texas, A.B.,
1932; and George Washington University, LL.B., 1935.

Military service: Served in Air Transport Command of U.S. Army from 1942
to 1946, advancing to the rank of lieutenant colonel.

Previous Government service: Deputy Department counselor, Department of
the Army, 1951-52; Assistant Secretary of the Army (Personnel and Reserve
Forces), 1952-53. : .

Legal agsociations: American Bar Association, Texas Bar Association, and
Arglerican Law Institute. Member of Texas and District of Columbia bars since
1935.

Business and professional experience: Private practice of law in firm of
Thompson & Barwise, 1935—42 and in the firm of Korth & Wallace, Fort Worth,
1946-51; executive vice president and director, Continental National Bank, Fort
Worth, 1953-59; president, Continental National Bank, 1959-January 1962;
director, Bell Aerospace Corp., 1960-61; Director, Panama Canal Company;
dircetor, Professional and Business Men’s Insurance Co., 1955-61; and, director,
Texas & Pacific Railway Co., 1960-61.

Past organizations: Executive committee, Southwestern Exposition and Fat
Stock Show; executive committee, Fort Worth Chamber of Commerce; American
Bankers Association; and Texas Bankers Asgsociation.

Pagt civie activities: Chairman, Tarrant County Committee for 1960 White
House Conference on Children and Youth; chairman, Red Cross, Tarrant County ;
past member national council of National Planning Association, Washington;
member, investment advisory board of Teachers Retirement System of Texas;
and member of board of directors, Texas United Fund, Inc.

Miscellaneous: Member of Navy League of the United States since 1952;
trustee (inactive), Texas Christian University; and, treasurer (inactive), Texas &
Southwestern Cattle Raisers Association,

Awards: Army Exceptional Civilian Award; Army Outstanding Civilian Serv-
ice Award; Civic Achievement Award of B’nai B'rith; and honorary doctor of laws
degree from George Washington University.
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Chairman Russern. Is your interest in oil property—which is a
rather minor amount, but it involves the general purposes of this com-
mittee’s inquiry-—is that income derived from the sale of crude 0il?

Secretary Korta. Yes, sir; it is. It is a fractional interest in
about threec small wells in Louisiana in which I participated with a
number of other people on the drilling of the well. But the oi}, of
course, is sold to a major company. I don’t know which company
purchases that.

Chairman Russerr. But it is not sold direetly to the Government?

Sccretary Korta, No, sir.

Chairman Russerr. That is a very clear and comprehensive
statement, Mr. Korth.

Senator Saltonstall?

Senator SavronsTaLL. I have just one question. It is not quite
clear from your statement but perhaps you have said it. Have you
resigned as president of the Continental Bank?

Secretary KortH. 1 have, and as director also.

Senator SavroNsTaLL. I have no further questions.

Chairman RusseLs. Senator Stennis?

Senator STeNNIs. Mr. Chairman, I do not think I have any further
questions.

I have satisfied myself already as to Mr. Korth’s outstanding
ability, and his worth. Iis approach to this is very good, T think. T
certainly think it is an important office and wish him well. ‘

Secretary Korra, Thank you, sir.

Chairman RusserL. ‘Scnator Smith? :

Senator Smrre. Yes, Mr. Chairman. Mr. Secretary, have you
given any thought to the length of time you would be willing to serve
in the post as Secretary of the Navy in the event you are confirmed?

Secretary Korra. I have really given no thought to this, Senator.
I certainly intend to serve as long as the President desires that I'serve,
barring any unforeseen circumstances, and, likewise, as long as 1 think
that T can be effective in my position.

Senator Smite. You have no plan, then, to leave after 1 or 2 years?

Secretary Kortu. I have made no plans in that regard, Scnator.

Senator Smir. And do I correctly understand your answer to be
that you would be willing to serve as long as you do so at the pleasurc
of the President and so long as you feel that you can make a substan-
tial contribution to the Navy and the Defense Establishment?

Secretary KorTm. This is my present opinion, Senator.

Senator SmiTe. Then do I further correctly understand your answer
to be that you have no plans to leave after any specified period of time;
that you have no plans to go back to any particular employment;
that you have no obligations, no commitments whatsoever with
respect to that; and that none have been made by you?

Secretary Korta. I have made none——

Senator Smite. Or to you?

Secretary KorTa. Other than this: I am hopeful, Senator, that
when my Government service is finished, that I may go back to Fort
Worth and might also become associated again with the bank which
I was formerly associated with.

Senator SmiTH. Thank you very much, sir.
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You may be interested to know that my first two questions are
verbatim exactly from questions put by the chairman of this com-
mittee to your predecessor on January 18, 1961, on page 7 of the
hearings of that date.

That my third and fourth questions were based on the very answers
given by your predecessor to those two questions asked of him by the
chairman,

Mr. Chairman, T make these observations in fond and ingpiring
memory of the forthright and vigorous statements of the successful
Democratic Presidential nominee in 1960, when he pledged that any
and everyone joining his New Frontier team after inauguration would
be expected to be enlisted for the full 4-year duration of his adminis-
tration in derogating contrast to what happened in the administration
he was criticizing.

It is to be regretted, Mr. Chairman, that Secretary Korth’s prede-
cessor did not stay for the duration and not even for a full year.
[ cannot in my own heart conclude that he left because he did nof
feel that he could no longer make a substantial contribution to the
Navy and to the Defense Establishment, but it does appear that such
tenures are cut short whenever specialized duty calls, whether it be a
Republican administration or a Democratic administration.

Thank you.

Chairman RusseLr. Senator Symington?

Senator SymiNgTon. Mr. Chairman, T have been here only a few
minutes. I have been listening with great interest to the able Senior
Senator from Maine, and I am glad to hear Mr. Korth.

Mr. Secretary, we have been friends for a good many years. As I
understand it, you are going to see this job through, is that correct?

Scecretary Korra. I am going to do my best, sir.

Senator SyminaToN. Subject to the approval of the President?

Secretary Korta. Yes, sir.

Senator SymiNgToN. You have no plans to leave to run for anything.

Secretary Korta. Absolutely not. I have no political ambitions
for elective office, sir, at all.

Senator Syminaron. Mr. Chairman, all T have known about Mr.
Korth is very fine, and it is always a privilege to see somcbody of his
caliber in the Government. I have no further comments or questions.

Chairman Russprn. I may say that I would have asked those
questions substantially of Mr. Korth, as I had asked them of all the
nominces hefore, except for the fact that Mr. Korth’s record shows
that he stayed here until he left at the request of an incoming Presi-
dent.

He did stay with the job to which he was appointed before and
served out his term.

Senator Case?

Senator Case. Thank you, Mr. Chairman. Mr. Korth, is this
statement submitted on January 16, 1962, cutitled “Stock Holdings
and Real Estate Interests Owned and Positions Held by Mr. and Mrs,
Fred Korth,” a full disclosure of all stock or ownership interests that
you may have or of positions occupied in any corporate or private
business company?

78722—62——2
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Secretary Korra, It is sir. I am not sure that within that state-
ment it is clear that I have submitted by resignations from three or-
ganizations where they have not as yet been accepted: One, Texas
Christian University, a university in Fort Worth; the other, the
Hockady School for Girls, a girls’ school in Dallas, Tex.; and the third,
as treasurer of the Texas & Southwestern Cattle Raisers Association.

In each of those instances the organizations have not accepted my
resignation. I, however, do not see that there would be any possible
conflict of interest. There are no duties involved with these respective
positions, and they are fully aware of the fact that I can make no
contribution during the time that I am working with the Government.

T should perhaps add, to make the financial statement a little more
complete—and I only thought of it now—that, certainly, Mrs.
Korth and I do have ownership in U.S. Government bonds and sav-
ings bonds, which are not, however, of any great consequence, but I
do not believe that they are actually contained on the statement.

Senator Case. Are you familiar with what is known, or what has
been given the name of the Berry wool amendment?

Secretary Korta. The what, sir?

Senator Cask. The Berry wool amendment.

Secrctary Korta. I am not, sir.

Senator Case. It is an amendment which Congressman Berry of
South Dakota has repeatedly offered successfully to appropriation
bills denying the use of funds for the purchase of foreign wools for
garrlnents for men in the armed services to which those appropriations
apply.

Rgcently, and with considerable emphasis, journals of the stock
growers and the cattle producers have been proposing that a similar
amendment should be sought to require that beef fed, or red meat, I
should say, fed to members of the Navy should be of demestic origin.

Would you find it embarrassing if legislation of that sort were
groduced in case the Texas & Southwestern Cattle Raisers Association
lid not accept your resignation?

Secretary Konrrm. Sir, my primary and only loyalty is to the U.s.
Government. 1 would not let a matter such as that in any wise
disturb me in that allegiance and that loyalty. I am not familiar with
the proposed legislation, but I might state this: That, as I under-
stand it and I am new in the job—as I understand it, the Navy has
no responsibility for the procurement of provisions such as this. ~ This
is a function which I believe is now performed by the Defense Supply
Agency.

Senator Case. Is that true on getting supplies for ships at sea?

Secretary Korra. Yes, sir; I would think so, because we have
refrigerator ships which supply those ships that are at sea, and they
take off, certainly normally, except in emergency, from the United
States where they have been located.

Senator CasE. Do not misunderstand. Ihappen to be in the cattle
business myself.

Secretary Korra. I understand.

Senator Cask. But I would not want a Secretary to feel that be-
cause of his affiliation with a cattle raisers’ association, he had to lean
over backward in order to show that he was not prejudiced in favor
of interests. I would want him to be able to be objective about it.
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Secretary Korta. I propose to lean ncither way, sir.

Senator Case. Thank you.

Thank you, Mr. Chairman.

Chairman Russern. Mr. Secretary, I do not want to embarrass
you so I, therefore, will not ask you if you have any vital feelings on
either side of the oleomargarine question.

Secretary KorTa. I am aware of that, Mr. Chairman.

Chairman Russern. Senator Thurmond?

Senator THURMOND. Mr. Chairman, I have no questions. I think
our Government is fortunate to secure the services of such an able and
well-qualified man to be Secretary of the Navy.

I want to congratulate you on your appointment, and I wish you
every success, .

Secretary Korta, Thank you, Senator.

Chairman Russert. Senator Bush?

Senator Busa. No questions, Mr. Chairman.

Chairman Russerr. Senator Bartlett?

Senator BarTurrr. Mr. Secretary, I have been wondering, in view
of the fact that you were formerly an Assistant Secretary of the Army,
whether the Army considers your present appointment as a step
toward unification or desertion, but T will not ask you to answer that.

I want to say, Mr. Secrotary, that I think the Government is most,
fortunate in having your services, and, in any case, I should have
voted for the confirmation of your nomination. But I was all the more
inclined to do so when you visited me the other day and told me that
one objective of your administration would be to secure for the 17th
Naval District in Alaska a boat bigger than a rowboat, which is
about the biggest they now have.

Secretary Koura, Yes, sir.

Scenator Baaruerr. That is all, Mr. Chairman.

Chairman Russerr. Senator Cannon?

Senator Can~on. Thank you, Mr. Chairman.

Mr. Secretary, you do not anticipate that these organizations will
not aceept your resignation. It is just that they have not acted on
them at the present time?

Secretary Korrm. Idon’t know, sir. I would think that, certainly,
with reference to the educational institutions, they may perhaps
prefer not to aceept it.

With reference to the Cattle Raisers Association, as I indicated, it
is more of an honorary position than an operating position. T at-
tended the meetings, but, really, insofar as treasurer, and as is the case
in many organizations, it is a title vather than anything else.

Senator CaNNoN. You would not want to imply as treasurer that
the Texas & Southwestern Cattle Raisers Association had no funds,
would you?

Secretary Korru. They are solvent, sir.

Senator CanNoN. Thank you. Mr. Secretary, I have no further
questions,

Mr. Chairman, I think the Government is very fortunate to have
a man of Mr. Korth’s ability.

Chairman RusserL. Senator Beall?
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Senator BeaLt. Mr. Chairman, I am very proud to say that I
was very much impressed with the Secretary’s visit when he came to
the office, but I neglected, Mr. Secretary, to ask you how you felt
about sending repair work to private yards, Navy repair work.

Secretary Korri. Senator, 1 really have not yet had the oppor-
tunity to review the facts with reference to this, and for me to give
you an opinion-at this time, I think, would be premature, sir.

Senator BeaLn, Thank you, Mr. Chairman.

- Chairman RusserL. Senator Jackson?

.Senator JacksonN. Mr. Chairman, I have not anything to ask.
Everything I know about Mr. Korth is very good. He has an-excel-
lent background, and I am sure he will do a fine job as Secretary of
the Navy. I want to congratulate him.

Secretary Korru. Thank you, sir.

Chairman RusssLr. Senator Engle?

Senator Enagre. I have no comment, Mr. Chairman.

It is a pleasure to sec the Secretary. He has done an excellent job.
T intend to support him, and T hope he will not forget that California
is a great naval State. We have more ports than any State in the
Nation, and we will look forward to secing him out there.

“Secretary Konrta. Thank you, sir.

Chairman Russrrn. I have also heard it said on the floor of the
Senate a number of times that they had more contracts than any other
State. -

Senator BeaLL. I was going to make that observation, Mr. Chair-
man, that we in Maryland haye some very fine shipyards.

Senator Exare. We are still hurting, Mr. Chairman.

Chairman RusseLL. If there are no further questions

Senator Case. Mr. Chairman, might T just say to Mr. Korth with
respoct to this treasurcrship of the Cattle Raisers Association, and,
as I say, I am in the cattle business, but I think that I should insist
upon your resignation being aceepted in that instance because I foresee
that this type of legislation may readily come before the Department.

And, since it would affect the Navy, you might be called upon for
a recommendation, and I think it would leave you in & less vulnerable
position if you did insist on the acceptance of your resignation there.

Mr. Chairman, I shall make available to the prospective Secrctary
and to the chairman the clippings from some of the stockgrowers’
papers which are referred (o as a very serious matter, and 1t is not
idly that I raisc the point.

Chairman Russern. I did not think it was. I did not know that
the nomince had had an opportunity to inform himself of the subject.

A man coming into a position as complex as this would find it
difficult to know overything about every facet of his job before having
occupicd the office, or for only a weck or so. ‘

Secretary Korta, Mr. Chairman, I certainly have no objection to
pursuing and going forward and insisting upon the acceptance of this
resignation. ‘

This presents no problem whatsoever to me, and T am happy to
accept the Senator’s suggestion. .

Chairman Russern. 1 only wish to say for the benefit of those who
might be present here today that there is no rule of this committee
that requires any nominec to resign any position as trustec of an
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educational institution. If therc is, I have never heard of it before.
I do not know of any compulsion that you resign from trustecship of
two educational ingtitutions.

Scerotary Korta., Mr. Chairman, I was actually dirccting my
I'ﬁmm‘ks to the Cattle Raisers Association, but T will be happy to do
the rest. :

Chairman Russeri. Anything further from any member of the
committee?

I not, Mr. Korth, we thank you for your statement to the com-
mittec. .

Sccretary Korta. Thank you, sir.

(On Monday, January 22, in excculive session, the committee
unanimously voted to report favorably to the Scnate the nomination
of Mr. Korth to be Scerctary of the Navy.)
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I

NOMINATION OF NEIL E. HARLAN TO BE ASSISTANT SECRE-
TARY OF THE AIR FORCE

Chairman Russern. The next nomination is that of Mr. Neil E.
Harlan, of Massachusetts, to be an Assistant Sccretary of the Air
Force. Have a seat, Mr. Harlan,

I believe this is your first appoarance before this committee. We
welcome you here and we exfond congratulations to you upon this
important public service that has been placed in your hands.

We will be pleased to have you make a statement covering your
experiences as to the nature of the duties you are expected to perform
and some of the members of the committee may have questions for you.

You may proceed.

STATEMENT OF NEIL E. HARLAN, NOMINEE TO BE AN ASSISTANT
SECRETARY OF THE AIR FORCE

Mr. Harvan. Thank you, Mr. Chairman.

I have submitted previously, and I think you have before you, a
statement of my background and cxperience, but I would like to sum-
marize it for you very briefly.

I was born in Cross County, Ark., in 1921, and attended clementary
and high school there in & community called Bay Village, which is
near Cherry Valley, in the eastern part of the State.

T enrolled in the University of Arkansasin 1938, received a bachelor’s
degree in 1947, During the intervening period T spent 3} years in
the Army, most of which was spent with the 8th Armored Division in
the European theater.

I'was employed with Homer K. Jones & Co., a firm of cortified public
accountants in Memphis, Tenn., in 1947 and 1948, at which time I left
to attend Harvard Business School. I reccived a master’s degree
from Harvard Business School in 1950, and came to New York, where
I was cmployed as assistant ceducational director of the American
Institute of Accountants. Aftor being there shortly more than a
year, I was asked to come on to the faculty of Harvard Business School
and accopted that invitation.

During the first year of my service there, I spent most of my time
as an employce of Harvard University with the Air Force on a study
of financial control and organization.

I completed my doctor’s degree at Harvard in 1956, also in business
administration.

I have been at Harvard since 1951 and have held ranks of assistant
professor, associate professor, and on January 1 of this year was
appointed professor of business administration. While I have been
at Harvard, I have taught and done research in the fields of manage-
ment control and managerial economics. I have also conducted
research in aireraft procurement in 1953 and 1954, either full or part
time during those 2 years.

1
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During'the years that I have been at Harvard Business School, I
have also served as consultant on matters of financial planning,
organization, and control to companices in a variety of industries which
are listed in the sketch that I have given you.

I have submitted to you a statement of the rather meager invest-
ments I hold. T am informed that there is only one stock on the list
that does Government business. That is the Jobn Morrell & Co.,
which I hold through a small investment club, and T plan to disposc
of that on January 31 of this year, unless the committee would like
me to do it carlier. .

On my consulting arrangements, they have all been suspended, and
it T am confirmed by this committee, they will all be terminated
immediately. :

I have asked and rcceived from Harvard University a leave of
absence for 1 year. I have informed them that at the end of that
vear, if it is the pleasure of the President, I shall ask for another yecar’s
loave of absence. And that at the end of that year, if it is at the
Fleasure of the President, I shall resign from the university to stay
ere.

That concludes my statement.

(The nomination reference and biographical sketch follow:)

NOMINATION REFERENCE AND RErPORT

In EXEcUTIVE SESSION,
SeNaTE oF THE UNITED STATES,
January 15, 1962.

Ordered, That the following nomination be referred to the Committee on
Armed Services: . . .

The following-named person, who was appointed during the last recess of the
Senate, to the office indicated:

Neil B. Harlan, of Massachusetts, to be an Assistant Secretary of the Air Forece,
vice Lyle 8. Garlock, resigned. : :

BroararHY oF NEIL E. HARLAN

Neil E. Harlan was born in Cherry Valley, Ark., on June 2, 1921. He at-
tended public sehools in Cherry Valley, Ark.; University of Edinburgh, Scotland
(one quarter, 1946); received bachclor of science degree, University of Arkansas,
1947; master’s degree in business administration, Harvard University, 1950; and
doctor’s degrec in business administration from Harvard University, 1956.

In June 1943, Mr. Harlan entered the U.S. Army as a private; was commis-
sioned 2d licutenant in August 1944; served as company commander and platoon
leader in 80th Tank Batallion, 8th Armored Division, through Ardennes, Rhine-
land, and Central European campaigns; and received an honorable discharge in
September 1946 with the rank of captain.

Mr. Harlan was employed by Homer K. Jones & Co., certified public account-
ants, Memphis, Tenn., in 1947-48; and the American Institute of Certified Public
Accountants, New York City, in 1950-51. From 1951 to 1961, Mr, Harlan was
employed by Harvard University Graduate School of Business Administration
during which time he was engaged in the following activities: 1951-52, served
as full-time consultant to the Air Force and participated in the design and instal-
lation of the appropriation and expense system. In 1952-54 engaged in research

in airframe procurement—published ‘‘Management Control in Airframe. Sub-
contracting.” During 1954-58 was assistant professor and was teaching member
of the Harvard Business School faculty; in 1958-61 was associate professor of
business administration; from 195960 served as chairman of the operating board
of the master's degree program; and on January 1, 1962, became professor of
business administration. Mr. Harlan has also served as consultant to companies
in aluminum, automotive, drug, insurance, petroleum, and textile industries and
with various companies on operating and organizational problems. He is the
coanthor of “Cases in Controllership,” published in 1858; and “Cases in Account-
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Klg 'Il)ollic}é’” published in 1961; and “Managerial Economics’”’ to be published in
pﬁr. glﬁslaw'rlan is a member of the American Institute of Certified Public
Accountants and of the Controllers Institute of Ameriea, N

In 1952 Mr. Harlan married Martha Almlov of Melrose, Mass. They have
three children: Lindsev Beth; Neil E., Jr., and Sarah Ellis. The family resides
at 82 Sears Road, Wayland, Mass.

Chairman RussEin. In other words, if the President decides you
are to serve more than 1 year, you will resign your professorship?

Mr. Haruan. Yes, sir; and I have so indicated to Harvard.

Chairmai Russern. Is Harvard getting along pretty well with the
new professors they are getting?

Mr. Harvan. I do not know if they will get along as well after T
leave, but they probably will.

Chairman RusserL. I hope they all learn their way around the
campus, anyhow. :

Senator Saltonstall?

Senator SALToNsTALL. Mr. Chairman, the fact that Mr. Harlan
graduated from Arkansas relieves the problem of Harvard in your mind
does it not? :

Chairman Russern. I have no particular opinion as to Arkansas.
I am hopeful that the oldest chartered university in the United States
may get some minor positions filled from the University of Georgia.

Senator SALTONSTALL. Mr. Chairman, may I ask Mr. Harlan what
duties do you expect to have in the Air Force?

Mr. Harran, My dutics will be Assistant Secretary for Financial
Management. The primary function of that is to provide information
with which the Air Force and the Department of Defense can make its
request to the Congress for funds, and the other major part of that
duty is to help to see that those funds are used as efficiently as possible.

My early assignment is to take a close look at the methods by which
we manage the weapons system acquisition in the Air Force.

Senator SavronsTarn, Then do I state it correctly that you are
going to take Mr. Garlock’s position so far as coming before the
Appropriations Committees of the House or the Senate?

Mr. Harran, That is correct.

Senator SALTONSTALL. As the civilian in charge of the budget on
problems of the Air Force? '

Mr. Harran. That is correct, sir.

Senator SarronsTarL., Then, in addition to that, you are going to
try and stimulate better management and procurement and efficiency
methods of procurement in the Department?

Mr. Harvaw. If I can make a contribution in that respect, I
certainly intend to.

Senator SavroNsTarL. That will be part of your duties?

Mr, Harnan. Yes.

Senator SavronsTaLL. So that your duties will be on & management
basis and on a fiscal basis?

Mr. Harrtan, Yes, sir.

Senator SavroNsTaLL, Thank you, Mr. Chairman.

Chairman RusseLrn. Senator Stennis?

Senator SteNNis. Mr. Harlan, will you have to do with the evalua~
tion of bids?

Will you have anything directly to do with the awarding of major
contracts?

78722—62——3
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Mr. Hirpan. It is my understanding, sir, that the Assistant Secre-
tary for Matericl takes the major role there. Certainly, il there are
dollars attached at some point, I will have to have a hand in that,
but, as far as the direct awarding of contracts is concerned, it is not
my prime responsibility. :

Senator STe~xIs. It 18 not in your chain of command or responsi-
bility, at least? ' ‘

Mr. Harran. No, sir.,

Senator Stensts. But that is handled by Materiel?

Mr. Harrax, Yes, sir.

Senator Stuennis. That is all, Mr. Chairman.

Chairman RusseLn. Scnator Smith?

Senator Smrra. Mr. Harlan, are you enlisted for the duration in
the New Frontier?

Mr. Hanran. T am here, T would say, for the duration of the New
Frontier, for the duration of this current administration, if I feel that
I can continue to be effective in the job..

Senator Smrra. Thank you, sir.

Chairman RusseLL. Senator Symington?

Senator Syvinarox. Mr. Chairman, all I have heard about Mr.
Harlan is very good. e replaces Mr. Garlock, who, as we all know,
is a most able man. He has certainly been well trained in his past
activities.

His record apparently shows that he is an expert in the ficld of
accounting and also that he is tied up to the question of figures and
the question of management, and I think that the administration is
fortunate to get him into this position. T look forward to voting
for his confirmation.

T have no questions.

Chairman Russni. Scnator Jackson? 1

Senator JacksoN. Mr. Chairman, 1 merely want to make the
observation that it is quite clear that Mr. Harlan is very well qualified.
1 do hope, assuming he gets along fine and that the President wants
Lim to continue, that he will stay on.

One of the problems that we have in the national security fleld is
the turnover in personnel. As you know, the Senate passed aresolu-
tion unanimously urging that therc be longer continuity of service
on the part of those who served in the top national security posts.

T believe this is the general attitude of the Senate, assuming that
the work is satisfactory and so on. !

Mr. Harran. I have every intention of staying, Senator Jackson.

Senator Jackson. That is all, Mr. Chairman. ‘

Chairman Russeri. Senator Case? ‘

Senator Case. Mr. Chairman, reading the biography of Mr. Harlan
as it was submitted to the committce, 1t would scem to be evident
that he has an unusually good background in business administration
for a Secretaryship which carries with it responsibility in financial
management.

T also note with interest his war record in World War IT; that he
has apparently a very commendable record of personal service which
will give him an understanding of the problems and points of view
of the men who are in front-linc duty, so to speak. v

T think those are full and cxeellent qualifications.
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In concluding, T mercly observe that it appears that we have an
Arkansas traveler on the New Frontier.

Chairman RusseLL. Senator Thurmond?

Senator TrurMonD. I have vo questions, Mr. Chairman.

Chairman RusseLr. Senator Engle?

Senator ExaLe. I have no questions, Mr. Chairman, but I would
like to observe that it is nice to have an Arkansas traveler who went
to Harvard.

Chairman Russenn. Senator Bush?

Senator Busu. No questions, Mr. Chairman.

Chairman Russevur. Senator Bartlett?

Scnator Barruere. No questions.

Chairman Russenn. Senator Beall?

Senator BearL. No questions.

Chairman RussenL. Senator Cannon?

Senator Cannon. No questions.

Chairman Russeis. Any further questions?

If not, we thank you very much, Mr. Secretary Harlan.

Mr. Harvan. Thank you, Mr. Chairman.

(On Monday, January 22, in cxecutive sesston, the committee
unanimously voted to report favorably the nomination of Mr. Harlan
to be an assistant Secretary of the Air Force.)
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NOMINATION OF JOHN A. McCONE TO BE DIRECTOR OF
CENTRAL INTELLIGENCE

Chairman Russern. The last nomination is that of Mr. John A.
MecCone, to be Director of Central Intelligence.

In this period through which we are passing, this office is perhaps
second only to the Presidency in its importance.

I am sure that most of the members of the committee will remember
Mr. McCone from his prior service with the Government as Under
Secretary of the Air Force in 1950-51. He then served as Chairman
of the Atomic Energy Commission, I believe, beginning in 1958.

Mr. McCone, your nomination 1s an indication that the President
of the United States reposes special trust and confidence in your
ability. We are glad to have you herce this morning. We hope you
‘will give us a statement on your views regarding this office and as to
your background.

Before you begin that statement, though, Mr. McCone, Senator
MecCarthy will make his statement at this time.

STATEMENT OF HON, EUGENE J. McCARTHY, U.S. SENATOR
FROM THE STATE OF MINNESOTA

Senator McCartay. Mr. Chairman and membors of the committee,
as the chairman of your committee has indicated, this is, in my
judgment, one of the most important confirmations which the Senate
is called upon to make.

This committee is, of course, charged with the primary and initial
responsibility of acting for the Senate in considering the fitness and
the qualifications .of a Presidential nominee for confirmation by the
Senate as the Director of the Central Intelligence Agency.

The action of the Senate under its constitutionally defined re-
sponsibilities will, as the members of this committee know, depend
primarily upon your recommendation. In my opinion, this appoint-
ment for confirmation ranks ahead of most Cabinet confirmations for
a number of reasons: Because of the importance of the work of the
Central Intelligence Agency, bocause of the relative freedom of action
which is given to the head of the Central Intelligence Agency and to
his subordinates, because of the lack under existing practice of any
kind of continuing direction or effective review of Central Intelligence
Agency activities by the Congress itself.

I have in the past supported and advocated establishment of a
joint committec of the Congress to exercise some kind of continuing
gupervision over the activities of this agency, somewhat in the same
manner that the Joint Committee on Atomic Energy operates. If
such a committee or a comparable committee existed, the choice of
the head of the CTA and the Senate confirmation would not be as
critical or demanding.

There is at the present time no regular or normal procedure in
existence or in use today by which committees of the Congress and

17
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the Congress, itscll, are consulted or regularly informed on Central
Intelligence Agency activities.

During a discussion of a proposed Joint Committee on Central
Intelligence on the floor of the Senate on April 9, 1956, Senator
Mansfield asked:

How many times does CIA request a meeting with the particular subecommittees
of the Appropriations Committec and the Armed Servieccs Committee?
to which it does report somewhat irregularly.

Scnator Saltonstall, a member of both committees, replied:

* % * gt least twice a year that happens in the Armed Services Committee
and at least once a yecar it happens in the Appropriations Committec. I speak
from my knowledge during the last year or so * * *.

Intelligence activities raisc special problems and need special
attention. In an article in the New York Timoes magazine (May 21,
1961), Harry Howe Ransom wrote:

Whatever one’s views, the existence of a sccret bureaucracy poses speecial
‘problems in the American system of government. Knowledge is power. Sccret
knowledge is secrct power. A secret apparatus, claiming superior knowledge and
operating outside the normal checkreins of American democracy, is a source of
invisible government.

Charles Wilson, as Sccretary of Defense, described this dangor at a
press conference in 1957 with these words:

You sce, what I get for my purpose is an agreed-on intelligence cstimate, * * *
T have to take that, or I would have to bore through an enormous amount of detail
myself to try to say that they were wrong or right. * * * I accept what they
say, * * *

Hanson Baldwin, as military commentator for the New York
Times, wrote in his column of January 15, 1956:

If war is too important to be left to the generals, it should be clear that intelli-
gence is too important to be left to the unsupervised.

Walter Lippmann, looking at the same problem from a slightly
different point of view, wrote soon after the recent change of personnel
in the State Department that veform of the CTA should secem easier
and more necessary.  He said:

Tor the CIA should cease to be what it has been much too much, an original
source of American foreign policy. That is what has gotten it into trouble, and
‘that is what needs to be cured.

Mr. Allen Dulles once said: “In intelligence you have to take some
things on faith.”” T acknowledge the truth of this, but also acknowl-
edge and insist that {aith is no excuse for lack of knowledge, for failure
to seek out facts, nor is it to be accepted as a convenicnt excusc for
avoiding respounsibility. )

Tf Walter Lippmann, Harry Ransom, Charles Wilson, and Hanson
Baldwin are right, Congress must be concerned since it, along with the
President, has responsibility for determining foreign policy.

Mr. Chairman, it is said by some that changes that have been made,
or will be made, within the administration and within the organization-
of the CIA itself will so change the role of the head of the CIA that the
office will be less significant than it has been in the past. There arc
some who say that all significant policy decisions relating to the CTA
will be made in the White House; others say that the Pentagon will
becoeme more important. According to Chalmers M. Roberts, men
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close to the President point out that “there will be so many checks
and balances’ on his operation ‘“that there is no need to worry.” :

Mr. Chairman and members of the committee, I think that these
aro important statements and statements which this committee ought
to run down to sec what reorganizations arc intended and what the
effect of such reorganizations or changes and transfers of responsi-
bility may be on the operation of the head of the Central Intelligence
Agency.

On {ho other hand, it has been said that the role of CIA may be
expanded and that the CIA will be operated even more sceretly in the
future than it has been in the past. [If this is the case, the committee,
it seems to me, should be doubly concerned because certainly the
operations of the past have been quite sccret.

In any case, as Dircctor of CIA, Mr. McCone will take on great
responsibilities and acquire great powers which, at least insofar as
Congress is concerned, he can exercixe with little or no supervision.
Under the law, he can withhold “titles, salaries, or numbers of per-
sonnel employed by the Agency.” He can approve the entry into
the United States of certain aliens and of their families, subject to
concurrence of the Attorney General and the Commissioner of Immi-
gration and Naturalization. Ile will have authority to expend funds
without “regar] to the provisions of law and rcgulations relating to
tllle expenditure of Government funds’” on vouchers certified by him
alone.

These are unusual powers, and powers which Congress traditionally
has not yiclded easily. But they are, I think, necessarily granted with
reference to the operation of the Central Intclligence Agency.

A part of CIA’s work is the preparation of the national intelligence
estimates which are used as important guides in the formulation of
foreign and defense policy. CIA is an cvaluator as well as a collector
of facts. This Agency should find and present the facts as they are
and interpret thom with full objectivity.

The Dircetor of CIA is, under existing practice, Chairman of the
U.S. Intelligence Board. The Director has changed the procedure and
asks that the Deputy Director of CIA sit as o member of the Board
while he presides. Other members of the USIB aure General Carroll,
representing the Defense Departraent; the intelligence components
of the Army, Navy, and Air Force; representatives of the National
Security Agency, the Atomic Encrgy Commission, the FBI, the
Joint Chicfs of Staff, and the State Department.

The head of the CTA bricfs the National Security Council at each
of its meetings and is always asked to remain for the cnsuing dis-
cussion. Although the head of CTA is not a member of the NSC, he
docs remain and purticipates in the discussions, as a matter of usual
practice.

Theoretically, the President—with occasional help from con-
sultants——controls this powerful, huge, and expensive Central In-
telligence Agency. But the President 1s the nominal head of hundreds
of agencies; he cannot be kept fully informed at all times of the
activities of each of them. Consequently, very great powers are
vested in the Director of Central Intelligence. How these powers
have been used and how they are likely to be used arc most important
questions. .
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It asks whether the Central Intelligence Agency in the past has
carried out activities without constitutional justification -or without
the authority of statute or of resolution or of treaty commitments.
Whether these activities or operations turned out well or badly,
whether they in the long run or in the short run advanced or improved
the position of the United States, in a sense, is secondary to the basic
question of legality or constitutionality of procedure.

The CIA is credited with having helped to oust Mossadegh from
the premiership of Iran in 1953. I%story has not yet clearly demon-
strated that this was the wisest policy.” But it seems as though it
was reasonably good. But the question of both legality and authority
of the CIA in this action are open to question.

CIA takes credit for the overthrow of Dr. Arbenz as President of
Guatemala in 1954. So far as-one can judge, this appears to have
been desirable, but, again, it is difficult to establish any justification
in law or treaty or even tradition for this action. It is certainly
impossible to establish that there was any concurrence on the part
of the Congress in this action.

It was not sanctioned by the United Nations or by the Organization
of American States, certainly not under the NATO; there was no
congressional resolution, and 1t seems impossible to extend the Monroe
Doctrine to cover this action. ' CS ’

The policy decision involved in 1960 in supporting General Phoumi
Nosavan’s move from Vientiane, helping him equip an army in the
south to remove Souvanna Phouma from power rather than join
the Cabinet as Vice Premier was, insofar as I know, without an
sanction excepting that he, Phoumi Nosavan, had declared himself
to be {)ositively on our side and Souvanna Phouma was a declared
neutral. '

The U-2 flight raises some questions of prudence, but does not
raise, in my judgment, questions of legal or constitutional justification
as some of the other actions do.

In the case of the invasion of Cuba last year, the basic question of
justification would remain even though the invasion had been a success.

Mr. Chairman, the Constitution quite clearly established that the
Congress has a part in declaring war. The Senate particularly
must be involved in the determination of the nature and aspects of
foreign policy. War is seldom declared in the modern world. There
are defensive actions and police actions. Nonetheless, the intention
of the Constitution still runs to the end that the Congress has a part
and resporisibility in the decisions to enter upon actions to control
or to overthrow the governments of other nations.

Congress has acted to give the President authority through the
United Nations. It has granted him wide authority under the NATO
treaty and somewhat less clearly under the SEATO treaty. The
Congress approved the Middle East resolution in anticipation of the
Lebanon action.

I believe that there is need for consultation with Congress by the
President or his agent and beyond that of some form of expression of
the will of Congress in major decisions relating to war, either hot or
cold, when authority is not clearly provided for under existing law or
treaty. A Joint Committee of the Congress on Intelligence may not
be the best means, or the whole answer, but I know of none better
that has been proposed. Consultation with some members selected
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by the executive branch or consultation with members who are on
committees somewhat related to the action or field of action does not,
in my judgment, satisfy the constitutional test. Men chosen by the
Congress itself as its representatives and spokesmen should participate
in these decisions, as would be the case in a cabinet system of Gov-
ernment.

"I do not expect a Joint Committee on Intelligence to be approved
in the very immediate future, nor do I see the possibility of developing
an alternative method for supervision of control by the Congress in
the immediate future. The choice of the head of CIA is, therefore,
of great importance.

‘ ’%he man selected to head the CIA should, I believe, fully under-
stand and appreciate the great powers which are given to him and
be aware that, at least in the past, either on its own decision or with
executive approval, the CIA has carried on some activities which
were of questionable constitutionality. Ie should realize, too, that
in the future he may be called upon or challenged or tempted to
conduct similar operations. The Director of CIA should be sensitive
to the danger of such proceedings. I hope that this committee will
make inquiry as to the awareness and the concern of the current
nominee with reference to these basic considerations.

A man selected to be the head of CIA should, if possible, be ex-

erienced in intelligence work. e should be a good administrator.
%e should have an adequate understanding and awarcness of the
problems of foreign policy, of the difficulties and complexities. He
should be concerned as to the cthics of the methods and means by
which he, his agents, and operators scek their goals, either in the
gathering of information or in carrying on what have come to be called
Central Intelligence Agency operations. And, finally, he should be a
man who is sclf-possessed, restrained, and detached.
~ What are the qualifications of the nominee with. reference to these
six general areas of qualifications?

I will not attempt a judgment or recommendation with regard to
the question of experience in intelligence, as there are no clear stand-
ards that can be applied. On the record he has had experience with
security methods as Chairman of the AEC and has been involved, or
at least consulted, in the intelligence activities related to that Com-
mission,

He has the reputation of being a good administrator. This is a
reputation held by many who come into Government. The committee
can form its own judgment on this point without comment or advice
from me. I have noted, however, that the new Chairman of the AEC
has announced some changes in policy and administration. I assume
that these are minor changes.

The question of knowledge of foreign policy is one which can be
passed upon only in very general terms

Senator SyminaToN. If the Senator will yield at that point—
What ?is the pertinence as to whether the changes were major or
minor?

Senator McCartay. The point T was making was that the new
Chairman of the Atomic Energy Commission has issued a statement
about administrative changes which he is bringing about for the pur-
pose of greater efficiency in the administration of the agency.

78722—62——4
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It-is really in the way of an aside because I have no criticism of
the administration of the Atomic Energy Commission by Mr. McCone.

Senator SyminaToN. Would the Senator from Minnesota yield for
another guestion?

Scnator McCanray. Yes, I would be glad to yield.

Senator SymincToN. Would the Senator from Minnesota object
to any cffort of the now Dircctor of the Central Intelligence Agency
to make those changes he thinks necessary to improve the cfficiency
of the Agency, rogardless of the past?

Senator McCartry. No, I do not object.

Senator SymiNgToN. I thank the Senator.

Senator McCarraY. The question of knowledge of foreign policy
is one which can be passed upon only in very general terms and by
very subjective standards. I would feel more confident in passing
on this appointment if there was a more extensive record of the views
of the nomince in the field of foreign policy. He is, according to one
columnist, hard-boiled; of molten temper according to the London
Economist; a tough man, according to Newsweek; harddriving,
according to the Wall Strect Journal.

These are not undesirable qualities in the head of any agency and
not undesirable, I would say, in the head of the Central Intelligence
Agency. They are not, I am sure, the only qualities, or the only good
qualities possessed by the nominee being considered, but these have
been emphasized.

These are the qualities that have been especially stressed in news-
paper comment.
~ Taken by themselves, they are not enough to qualify a person for
this difficult and sensitive office. I might observe that these are
essentially the same characteristics attributed to Charles Wilson
when he took over as Secretary of Delense some few years ago. 1
believe they were also attributed to his successor, Mr. Mcllroy.
Assuming that both possessed these characteristics, and acknowledging
that such characteristics might better qualify a man to be Secrelary
of Defense than to be head of the CIA, it must be acknowledged that
neither of the two men has been marked by history, at least as of this
time, as great and successful Secretaries of Defense. ,

There are two points in the public record of the nominee which, I
think, bear significantly on the question of whether he should be con-
firmed or not confirmed. ‘

The Director of the CIA should be more interested in finding
evidence and passing objective judgment on it than in attempting to
polarize opinions or supporting a set position. From the carliest days
of the atomic program, as you, the members of this committee, know,
there has been a great controversy on the question of weapons control.
Muech of it is unpublished and hidden from public view. ;

The controversy roughly has been divided into two positions: On the
one side there were those who advocated a more intensive and a more
extensive program, sometimes called the big bomb group and advo-
cates of massive retaliation; and on the other side, the supporters of
Limited weapons, moratoriums, and controlled uses of atomic weapons.

Mr. McCone has been outspoken in his opposition to an unpoliced
moratorium on nuclear weapons testing and has publicly issued strong
warnings of the danzer to the United States if we did not resume

testing.
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These are views which are-defensible and here Leld by, many. The
question I raisc is not relate. to the rightness or the wrongness of this
point ol view, but rather to the point of whether, as Chairman of the
Atomic Encrgy Commission, Mr. McCone did attempt to influence.
opinion in support of his position and as to how he undertook to.
achicve this objective, if he did. S e

The antimoratorium group was restless and restive during the-
weapons moratorium. There was information in the press, supposedly
gained through leaks from the Atomic Energy Commission, which, in
the opinion of some, was harmful to our disarmament negotiations.
at Geneva, : o ‘

During the last year of the meratorium, therc were a number of
printed reports, usually from undisclosed sources, which suggested,
though they did not positively say, that the Sovicts were conducting
clandestine tests. It has been reported that President Eisenhowor
wag so upset over these reports occurring during his administration
that he ordered one or more investigations. I assume that if this is
true, that the information gathered by the investigations and through
them is available to the committee, and it could be used to determine
whether there were leaks and what the sources of them were and
what bearing they may have had upon policy positions or what
bearing they may have upon the question before this commitice,

The second incident, if it can be called such, bearing upon this
question arose in the course of the 1956 campaign when the Demo-
cratic candidate for the Presidency raised the issue of a moratorium
on nuclear testing. This proposition could quite properly be made a
campaign issue, and it was. ~But because the proposal was of such
great importance, anyone raising it as an issuc or discussing it in a
campaign had a special responsibility, 1 think, to present his own
views most carcfully, and an even greater responsibility not to distort
the views of the others. :

Eventually, 10 professors at the California Institute of Technology
entered the controversy in support of a moratorium. They published
a letter, signed it, and identified themselves as membeors of the faculty
of the institute, although they stated quite clearly that they were not
speaking for the institute. T submit for the record the names of these
10 professors, a number of whom have been active in the Oakridge
plutonium and other atomic energy research during the war.

And I would like to submit for the record a copy of their statement,
as well as a copy of a letter which Mr. McConc sent to them when
this controversy arosc.

(The documents referred to are as follows:)

STATEMENT orF 10 SCIENTISTS ON ATowmic TESTING PusLisuep 18 Los ANGELES
Tiums, OcroBEr 15, 1956 .

For some time Gov. Adlai Stevenson has urged that the United States take
the lead and renounce further H-bomb tests for as long a time as other nations
likewise refrain from testing these devices. This suggestion has been attacked
as advoeating a dangerous unilateral action which would permit the Russians to
get ahead of the United States in nueclear technology. In our opinion these
eriticisms have little validity and give inadequate attention to the reasoning
that lies behind the proposal or to the urgency of dealing immediately and
effectively with the peril that confronts the world as a result of the existence of
the H-bomb.

Today we are caught in a nuclear armaments race that threatens to engulf the
world.  No end of this race is yet in sight. Two nations have already exploded
hydrogen devices, a third will do so in a few months. Within a short time it is
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likely that many countries large and small will possess this capability. With
the commitment of more and more national arsenals to this type of warfare,
international eontrol becomes inereasingly difficult. Even in our own country
our Military Establishment is becoming more and more dependent upon nuclear
weaponry and the time will soon be upon us when even a limited military action
must inevitably drive us into nuclear -war. - .

Time is running out, with an implacability that we ignore at our peril. Yet
after 10 years of negotiation, the world has no other guarantee of survival than
the tenuous hope that no nation will pull the trigger for fear of committing
national suicide.

It appears to ug that Mr. Stevenson’s proposal might be a useful way to get the
negotiations out of the deadlock stage by taking a step which would not endanger
our security, which would in no way hinder other areas of nuelear research, which
could not be delayed indefinitely by negotiations and which would have a very
real significance to most nations throughout the world. At the very least the
proposal is one that .should be widely debated and. discussed for the obvious
reason that-the control of nuclear weapons is vital to our survival,’

Additional advantages of such a step would be:

g (1) Tt would decrease our exposure to radioactive fallout and its associated
angers.

(2) It might postpone the time when there will be many nations which possess
practical H-bomb experience.

" (3). It would increase our prestige in Western Europe and in Asia.

(4) It would provide an important test of Soviet intentions. We must remem-
ber that on July 17 Soviet Foreign Minister Shepilov stated that the Russians
would be willing to ban H-bomb tests if others agreed.

President Eisenhower has stated that he regrets that the American Govern-
ment’s. policy with respect to the testing of large-scale nuclear weapons has been
made an issue in this campaign. On the contrary -we find it regrettable that
discussions of our military strength, of our vulnerability, and of our foreign policy
in relation to II-bombs have thus far represented such a small proportion of
current political discussions. We must realize that time is running out—that
our actions and inactions during the next 4 years may well determine whether our
people, our Nation, our civilization live or die.

Our people must not be shielded by their Government from the grim realities
that confront us. They must realize how destructive H-bomb explosions really
canbe. They must realize how easily these devices can be made by other nations.
They must realize in full the dangers of radioactive fallout. They must appre-
ciate our vulnerability to ordinary air attack with atomic bombs, let alone to the
approaching interconfinental missiles. They must realize all of these things if
these problems are to be solved in time.

We believe that the free and open discussion of proposals such as that which
has been raised by Mr. Stevenson are essential if we are to extricate ourselves
from the vieious cirele in which we now find ourselves,

Signers: Dr. Thomas Lauritsen, professor of physics, California Institute of
Technology; Dr. Matthew Sands, associate professor of physics, California Insti-
tute of Technology; Carl D. Anderson, professor of physies, Nobel Laureate in
Physics 1934, member of the National Academy of Sciences; Harrison Brown,
professor of geochemistry, member of the National Academy of Sciences, formerly
assistant director of chemistry, plutonium project, Oak Ridge, Tenn.; Robert I,
McChristy, professor of theoretical physies, formerly physicist, Los Alamos,
N. Mex.; Jesse W. M. DuMonde, professor of physics, member of the National
Academy of Sciences, during war physicist with OSRD, Air Torce, and Navy;
Robert V. Langmuir, associate professor of electrical engineering, major ficld high
energy accelerators, physicist with OSRD during war; Charles R. McKinney,
genior research fellow in geochemistry, CTT, physieist at Oak Ridge during war,
formerly chief engineer of 100 mev betatron at ‘University of Chicago; John M
Teem, research fellow in physics; Robert L. Walker, associate professor of physics,
formerly physicist, Los Alamos. ‘
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QcroBER 15, 1956.
Dr. THoMas LAURITSEN,
California Inititute of Technology,
Pasadena, Calif. B

Dxear Dr. LavrirseN: This morning I read with amazement your statement.
Tt seemed 1o me the arguments you use concerning renouneing the H-bomb tests
are without validity. Indeed, your arguments completely support the position
of President Eisenhower and his administration that experimentation and tests
must continue until a system of international control is developed.

You mention Foreign Minister Shepilov’s statements of July 17, suggesting
abandoning of bomb tests; but what you fail to mention ig that on almost the day
Mr. Shepilov made the statement the Russians were conducting nueclear tests
in the interior of Siberia.

You, Dr. Lauritsen, and your associates know the leadtime required to conduct
& test.  You know that almost a year must transpire from the.time the test is
decided upon until it is made; - This year is consumed in planning; assembling
material and construction. and, finally, in the transportation.of .the device.to be
tested. Now, if we make a unilateral decision of a type you and your associates
advocate and then Mr. Shepilov does as he did last July—turns around and sets
off a few hydrogen bombs in their own testing ground—where do we stand?
The answer is simple. We have lost a year; we are behind in the race; all of the
dangers which you enumerate in your press release have been multiplied; valuable
time has been lost; a reckless decision has been taken and the security of America
placed in jeopardy because of it.

You point out that we are eaught in a nuclear armament race, that time is
running out and that nothing is being done to arrest the competition in this field
between nations. You know that President Eisenhower went to Geneva in an
effort to golve the disarmament question. You know that Seeretary Dulles has
met repeatedly with the foreign ministers of other countries, including Russia,
in attémpting to find a reasonable answer to the disarmament problem. You
know that the United Nations has had its committecs on disarmament in almost
continuous session during recent years. You know that President Eisenhower
placed Mr. Stassen in his Cabinet and assigned him exclusively to the task of
finding an answer to the disarmament riddle. You know that 81 nations are now
meeting in New York furthering our President’s atoms-for-pcace program.
You know of these actions but still you state that time is running out and infer
nothing is being done. How do you reconcile your position with the facts as I
have outlined them?

Your statement is obviously designed to create fear in the minds of the un-
informed that radioactive fallout from IT-bomb tests endangers life. However,
as you know, the National Academy of Sciences has issued a report this year
completely discounting such danger. Also you know from your close contact
with the tests that one of the important objects of them is to develop techniques
for reducing fallout. The tests are to be applauded rather than eritieized on this
particular ground.

Your proposition that postponement of tests will delay the time when other
nations might possess praetical H-bomb experience seems to have no foundation.-
In fact, it is an argument that has for several years been a prominent part of
Soviet propaganda, and you apparently have been taken in by .this propaganda.
No nation, friendly or unfriendly, has so much as hinted that our fests are
stimulating their work or, on the contrary, that a unilateral decision on our part
to abandon tests would cause them to decrease their emphasis on bomb develop-
ment.

As far as our prestige in Western Europe is conecerned, I have spent much
more time in Europe during the past 2 years than you have and have been in
touch with the eivilian or military officials of practically all Western Europe
governments, and I can tell you from pérsonal knowledge that our conduct of
%sts, H-bomb or other nuclear devices, is not at issue with our prestige in Western

urope.

You infer that our Government shields our pcople from the realities of the
dangers which confront us. This impression is false, President Eisenhower
has repeatedly warned us of these dangers. Secretary of the Air Force Quarles
dealt with the question at length in addressing the World Affairs Council in Los
Angeles on last. Wednesday. . Secretary Wilson dealt with it last night on TV.
Seerctary Dulles has discussed the danger time and time dgain. "Mr. Petéerson
of the Office of Civilian Defcnse has criss-crossed the country for 4 years warning
of the very dangers of which you speak. Vice President Nixon has discussed the
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subject in Los Angeles and elsewhere in the United States on many oceasions.
The country has been advised time and time again that others have developed
the IT-bomb and the A-bomb, that they are huilding up stockpiles, that they have
aircraft to deliver them. Our people have been repoatedly warned of the dangers—-
not shielded from the facts as you infer. = °

Surely the unilatéral abandoning of the very tests which are an essential part
of any development of this type dots not improve the very situation that scems
to worry ‘you. On the contrary, it gives the advantage to our adversary and
greatly increases rather than decreases the danger of America and the sccurity
of our people. : )

A unilateral decision of the type you recommend might be fatal to our country.
It might easily lose for us the ‘precious technical advantage we now hold. Think
of the desperate circumstance we would find ourselves in today had we followed
the advice of one secientist, Dr. Robert Oppenheimer, a few years ago and aban-
doned' the development of the II-bomb. Democrats and Republicans alike at
that time saw the folly of such thinking. T am sure the more thoughtful members
of both parties will sce the extreme hazards to our national security in the course
you recommend and advocate.

I stand steadfastly behind a policy of disarmament when we reach agreement
with other nations for a safe and proper procedure of inspection so that we Aineri-
cans will be sure that, as we take our guard down through agreement with Russia,
we will have no defense.  This President Eisenhower has advocated time and again.
It continues to be his policy; and you, unfortunately, have completely distorted
his position in your press relcase,

. Yours very truly,
Joun A. McCong.

Senator McCartuy. This same question was raised during  the
hearings held by the Joint Committce on Atomic Energy preliminary
to the confirmatiecn of Mr. McCone as a member of the Atomic
Energy Commission in 1958. In my opinion, the inquiry was not as
thorough as it might have been, or at least the published reports of
the inquiry were somewhat short of satisfactory. o

It may be that the committee judged that this issue was not so
important with reference to the appcintment then being considered.

Following the issuance of the statcment by the seientists, Mr.
McCone wrote a letter dated October 15, 1956, to Dr. Thomas
Lauritsen of the California Iunstitute ¢f Technolegy, which included
the following statement:

Your statement, is obviously designed to create fear in the minds of the unin-
formed that rddioactive fallout from H-bomb tests endangers life. However, as
you know, the National Academy of Sciences has issued a report this year
completely discounting such danger.

Mr. MeceCone’s letter makes reference to ‘““a unilateral decision of
the type you recommend might be fatel to our country,” and also
states with reference to the position of the scientists: “You apparently
have been taken in by this propaganda.” “This” refers to an carlier
use of the word “Soviet’”’ propaganda. ] .

I do not know whether the scientists were taken in by Soviet propa-
ganda or not.. In my opinion, one should be cxtremely certain that
such was the case before suggesting it in a letter. Mr. McCone's
judgment that this was “designed to create fear” was a wholly sub-
jective judgment which would be valid only if the author could read
the minds of the authors of the first letter. In their letter the 10
scientists clearly did not advocate “‘unilateral” moratorium on testing.
And this point was made clear in the hearings of the Joint Committee
on Atomic Energy. And, finally, his interpretation of the position of
the National Academy of Sciences position with regard to fallout is one
which has been interpreted quite differently by others.
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The: report was’ generally interpreted as minimizing the "dangen
from fallout. The New York Times story of June 13,1956, howevcr,
licadod “Scientists Torm Radiation a Peril to Future. of Msm inter-
preted the report quite dlﬂerently Their story contained  this
statement o

A committce of outstanding seientists reported today that atomie radlatlon no
matter how small the dose, harms not only thc person receiving it but also all his
descendants. ;

It has been reportcd that in addltlon to writing the letter, Mr.
Mc(?one a trustee of Caltech, demanded that the 10 scientists be
fire

Senator SymingTon. Will the Senator yield at that point?

Senator McCARTHY. Yes.

Senator SymingroN. Does he know that is correct? :

Senator McCarray. No; I do not know that it is correct. [ assume
that this committee could determine whether or not it is true. I have
conducted no

Senator SyminaronN., Has he asked Mr. McCone whether it is
correct or not?

Senator McCartay. I have talked to Mr. McCone about it, and
I have read the hearings that were held before the Joint Committce
on Atomic Energy, in which cssentially the same question was raised,
and the responsc of Mr. McCone was that none had been fired as a
result.

But he did not say that he had not made the request.

Senator SyminaToN. Did the Senator from Minnesota ask Mr.
MeCone whether he had made the request?

Senator McCarrry. I raised the question and in the language that
I have stated to the Senator from Missouri, and I assume: that if he
wishes to make a positive statement on it, he would have re-
sponded at that point.

Senator SymingroN. Did he imply that he had done it?

Senator MCCARTHY I would not say that he implied one way or
the other.

Senator SymingToN. But you asked him the question and he was
evasive in his reply?

Senator MoCarray. I did not say “he was ovasive.” 1 say that I
raised the subject and I could not say that he responded, and I am
sure that he knew of my concern.

Scnator Syminaron. Would the Scnator state for the record what
he asked the nomince?

Senator McCarray. Well, the neminee and I discussed this general
question of the scientists and the controversy between him and the
scientists, and he suggested to me, and had sent up to me, marked
hearings of the hearings which were held before the Joint Committee
on Atomic Wnergy.

Senator SyminGToN. I am sure that my able friend from Minnesota
would not want to leave the impression that he had asked Mr. McCone
as to whether or not he had demanded the resignation of thesc
seientists for taking this political position? -

Senator McCarruy. No.

Senator SymineroN. But that Mr. McCono had refused to reply?

Senator McCarruy. I do not think [ have imj lied that. I suggest
in my statement that this is a proper question for this committee to
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raise, if it wishes, or to inquire into in private. There has been no
private investigation.

Senator SyminaToN. I thank the Senator for his courtesy in yielding.

Senator SmMiTa. Mr, Chairman?

Chairman RusseLL. Senator Smith.

Senator Smitw. - Mr. Chairman, I would Jike to suggest or request
that Mr. McCone at the conclugsion of the prepared statement be
permitted to reply to Senator McCarthy’s questions before the
committee starts its questioning, :

Chairman RussenL. The gentleman is permitted to do that by
unanimous consent, but, as a general rule, questions that are pro-
pounded to witnesses before this committee by Senators other than
members of this committee are submitted in writing to some member
who propounds them.

We do not permit the examination of any witness before this com-
mittee by Senators who are not members of the committee. We do
not deny them the information. We give them an opportunity to
submit their questions to some member of the committee, but I
imagine that Mr. McCone will feel disposed to deal with these mat-
térs.

We can call on him when Senator McCarthy has concluded his
statement.

Senator Syrra. Mr. Chairman, what I was trying to indicate was
that Mr. McCone would have an opportunity to answer or reply to
the Senator before we start questioning. '

Chairman Russerr. Mr. McCone can reply to any one of these
questions or any charges that have been made, even to the observa-
tions made by these persons who have been named by Senator Mec-
Carthy as involved in some aspect or another of the work of the Central
Intelligence Agency.

Mr. McCone will be permitted the very widest scope in replying.
We are not going to cut him off. This is a nomination for a position
that is of vital importance to the security of this country, and it would
be very inappropriate for the nominee not to make expression of his
views or to anwer any charges being made against him that he might
desire to make, or any member of this committee may propound, or
any Senator may desire to propound.

{Sec app. I.)

Senator SyminagroN. Mr. Chairman, in support of the suggestion of
the able Senator from Maine, I would ask unanimous consent, inas-
much as I have never seen this statement, and it is a long statement,
that the statement being read by the distinguished Senator from
Minnesota be copied and sent to every member of the committee, and.
that it be sent to Mr. McCone, and that he reply to it at his conven-
ience for the record.

Chairman RusseLL. We will be glad to do that. T imagine Senator
MecCarthy will furnish sufficient copies and furnish it to all members
of the committee.

We want to get into every fact that has any connection, even a re-
mote connection, with the qualifications of Mr. McCone to discharge
the duties of this office. And if we get into an area where we deal
with matters that might be determined classified and it is best not to
discuss them in a manner in which information might be carried to a.
country that would destroy us, we will go into executive session.
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We are not going to rush this hearing. :

We are going to give Mr. McCone every opportunity. to discuss any
facet of this matter, and every member of this committee will have
every opportunity to propound any questions they may desire of
Mr. McCone. :

Some of them may have to be propounded in exccutive session, but
they will have an opportunity to do that. S

Senator Smita. Mr. Chairman, I shall not ask for a unanimous
consent agreement, but I would hope very much that the chairman
and the committee would give consideration to giving Mr. McCone
the chance to reply to the statement being made by the distinguished
Senator from Minnesota before the members of this committec start
their questioning. (Sce app. L.) :

Chairman RUssELL. Weﬁ), if Mr. McCone desires to do that. 1 do
not think we will require him to try to remember all of these questions
and to answer them. There are a large number of issues raised here.

I have been listening as attentively as I can, but I would not under-
take to discuss every issue raised by the distinguished Senator from
Minnesota without having a copy of the statement before me.

We are not going to cut Mr. McCone off now. He will be permitted
to roply to anything he wishes to in his statement. Heis an intelligent
man. He has had experience with Government. If it gets into an
area that he thinks is classified, ho can tell this committee. We are
not going to rush Mr. McConc. : S

“If he wants to come back this afternoon, if any members of the
committee wish him back this afternoon, I am sure that Mr. McCone
will be glad to accommodate the request of the committee to return.

If we do not conclude this afternoon, we will proceed tomorrow
afternoon. We cannot tomorrow morning because we have another
hearing arranged. But we shall not rush this matter to a conclusion,
and we are not going to cut Mr. McCone off from making any state-
ment he sees fit to this committee. .

Senator Case. Mr. Chairman, along this same line of giving the
members of the committee adequate information for basing their
questions, may I ask: Has Mr. McCone submitted to the committee
a statement showing his holdings of interest in various companies?.

Chairman Russerr. I understand we have not yet received a
financial statement from Mr, McCone. .

Senator Case. Mr. Chairman, in connection with the confirmation
of officers for the Department of Defense, this committee has always
requested and received a statement in detail on that point.

Chairman Russers. This is not the Department of Defense.

Senator Case. I recognize that. o

Chairman RusserLL. That has been done because of the extensive
procurement responsibilities of nominces for the Department of
Defense.

If any Senator wishes to raise the question whether Mr. McCone
has financial holdings that might influence him in:his evaluation of

.the information, we will have an opportunity to raise that question,
too. I would remind the Senator that the conflict-of-interest require-
ments that this committee imposes on nominees in the Department of
Defense grows out of the magnitude of procurement there and which
does not occur in the same degree in the Central Intelligence Agency.
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If the committee wishes to apply it to any nominec in the Central

Intelligence Agency, we will have an opportunity to decide that
question. ' '
- -Senator Case. Mr. Chairman, no one has stated more suceinetly
than the chairman the importance of the position for which Mr.
MecCone is the nominee, and it would seem to me that if it is in the
interest of good government or in the interest of the security of the
national defense that we go into these matters in connection with
Secretaries and Assistant Secretaries of Departments, we certainly
could do no less in the matter of the Director of the Central Intelli-
gence Agency.

Chairman RusserL. The committee will have an opportunity to
decide that.

I said that, in my opinion, this position in many respects is second
in importance only to the President. I know of no statute requiring
the President of the United States to submit any statement of his
holdings——

Senator Cass. That may be true.

Chairman RusserL. And whether he holds any stocks with any
corporation that might do business with the Government.

Now, this committee will have an opportunity to discuss that before
we take final action on this nomination. We may wish to apply that
rule here. It never has been applied in the past to the Central
Intelligence Agency.

Senator Case. May I just say this: In comparing it with the
Presidency, any candidate for the President goes through months
and months of grueling cross-examination by the processes by which
a President is nominated and selected, and the public has an oppor-
tunity to pass a judgment on that.

This is here the only testing ground, so to speak, for the qualifi-
cations for the Director of the Central Intelligence Agency, and in
view of the fact, as has already been pointed out, that the operations
of the CIA do not get the normal review that many departments get
by congressional committees, it seems to me that at this time, and in
this proceeding, we should have the information that would enable
the committee to make a proper and sound judgment on this matter.

Many of the questions which I intend to ask are related to the
possible conflict of interest or the holdings that the nominee has, and
1t would save considerable time if we had that statement in advance
of his holdings so that all members of the committee might have an
opportunity to consider it and direct any questions that might occur
to them growing out of that information.

Chairman RusseLL. Of course, the Senator well knows that he has
the right to ask any questions he desires to propound, whether it is
relevant or irrelevant. ‘

I believe in the fullest discussion by Members of the Senate and in
committees and would be the last to restrain. The conflict of interest
requirement is built on the concept of procurement, and whether there
is conflict of interest when a man is entering into contract for purchas-
ing or expending public funds for procurement of materials.

ow, the committee will have an opportunity to decide in executive
session whether we wish to apply that rule to the Director of the Cen-
tral Intelligence Agency.

Senator Case. I am not suggesting that. I am suggesting that I,
as one member of the committee, would like to have tﬁat information
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as a basis for questioning and relating it to other questions which I
have in mind to ask.

Chairman Russpir. Very well.

Senator SymineTonN., Mr. Chairman?

Chairman Russgrn. Yes? ‘

Senator SymineToN. As long as the Senator from South Dakota
brings this up, I would like, as I have many times in years past, to
present my position.

Until the Senate itself decides that it would like to know what
stocks were bought and sold by Senators, and what their income is,
until we in this body make a full disclosure of our own financial
‘activities, I am not as interested in this as I would otherwise be.

Chairman RusseiL. I do not wish to interrupt this discussion, but
we have a witness. We would like to proceed with Senator McCarthy,
if we can.

Senator Case. I was merely going to say a candidate for the Senate,
the same as a candidate Tor the Presidency, is subjected to considerable
cross-questioning during his campaign for nomination or for election.

Wit,% respect to the point which the chairman made as to the conflict
of interest being a matter of procurement, it is my belief that the
Director of the Central Intelligence Agency, by the emphasis which he
can give to the operations of Central Intelligence, either overt or covert
operations, could either protect or neglect various interests of com-
panies in which he might have an interest, and might color his own
judgment as to where the objective interest of the United States rests.

Chairman RusseLL. We are very glad to get the opinion of both
distinguished Senators. ~You may procecd, Senator McCarthy.

Senator McCartHy. Mr. Chairman, if T may comment on the
point that was raised at the time I yielded the floor, I, of. course, am
certain that this committec will give the nominee adcquate time to
prepare and answer any questions to the committee that I have raised
that the committee thinks is worthy of that kind of attention.

I have discussed, I think, every major point in my paper with Mr.
McCone or with those whom he asked me to consult with. I hope I
have not raised any new question or new issue in my paper here today.

If T could repeat, the question of the scientists is, in my judgment,
a most important one. If I searched out the facts and had them
completely sure, I might have raised them in a somewhat different
way, but [ could not do so.

And, because I think it is so important and because I think there
is at least a lack of clarity with regard to this whole incident, 1 do
think the committee should inquire into it.

Members of the academic profession should not face the threat of
firing for expression of opinion, particularly under the conditions in
which I believe these scientists expressed their point of view in the
year 1956; nor should they be threatened with dismissal on the
grounds that they have identified themselves with a university or
an institute of which they were a part. -

I can recall to the committee that in medieval time there was a kind
of institution called the studium including scholars, the people who
were supposed to give thought to the problems of their own time,
and they were given a special political immunity and protection so
that they might speak quite freely. And, in my opinion, any threat
to the expression of opinion by academic peopﬁ; in our own time is
most dangerous.
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The most recent comment on this incident—— ‘

Senator Busu. Will the Senator yicld for a question?

Senator McCarTHY. Yes.

Senator Busu. Does the Senator see in any of this business about
Mr. McCone any threat to academic freedom?

Senator McCartay. Well, certainly, if as a trustee of the California
Institute of Technology he undertook or suggested to the board that
they fire these people because they expressed themselves with regard
to nuclear fallout and the moratorium, I would think that this was
an unwarranted intervention. ‘

Senator Busu. Did he do that?

Senator McCartuy. This is the question that has been raised.-
I do not say that he has or not, but 1 think this committee can find
out exactly what the facts are. .

Senator Busa. As the Senator is raising the question, it seems to
me that he is the one who should have found it out.

Senator McCartuy. If you will give me the investigators and the
authority, I will do it. But I think this committee—this issue has
been raised by another committee of the Congress. It has not been
satisfactorily answered. So far as I know, if this committee feels it
has been, on the basis of what I have had to say, on what the record
shows, why, well and good. You can recommend this nominee for
confirmation by the Senate. Or if you think that the question itself
is not important.

But I do think that at least if enough of you concur in my judgment
that this issue is still somewhat unclear, that the committee ought to
try to find out what the facts are, and I think that the committee can
find out what the facts are.

Mzr. Chairman, it is within this general framework of the functions
of the CIA, with consideration to the methods and procedures of
that Agency, and also with consideration of the character and quali-
fications of the nominee, that this committee must make its decision
and recommendations. ;

There are, I think, these basic questions to which your committee
should seek answers.

1. Is the CTA to be rcorganized and, if so, in what respects?

2. What bearing would such changes have upon the duties of the
head of the CIA and upon the opcration of that Agency? -And
possibly also its relation to Congress.

3. What are the views of the nominec as to the authority for some
of the actions attributed to the Central Intelligence Agency in the
ficld of foreign affairs within rcecent years?

4, What is the nominee’s judgment as to methods which can be
justifiably used by the Central Intelligence Agency?

5. What was the extent of the nominee’s involvement, if any, in
what has been described or reported as “leaks” from the Atomic
Energy Commission with refercnee to the moratorium on nuclear
testing?

6. What arc the facts with regard to the charge of the nominec’s
attempt to have the scientists fired at the California Institute of
Technology? ‘

Mr. Chairman, I thank you and your committee for the courtesy
of this hearing today.

Chairman RusserL. We are happy to have had you with us, Sena-~
tor. We are all interested in your expression as to the Central Intelli-
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gence Agency. Ewven if Mr. McCone’s nomination is approved, we
are interested in your analysis of this office. ‘

Now, Mr. McCone, you may make such statements to this com-
mittee as you desire to make. .

Senator SymineronN. Mr. Chairman, may I ask is there a printed
copy of this statement available?

Chairman RussiLr. I cannot answer that question. I do not know.

Senator Symrneron. Does the Senator know?

Senator McCarTHY. I have submitted copies, but this is somewhat
modified as to my remarks, but very slightly. I will be glad to leave
this.

Senator SyminaroN. Would the Senator be willing to have the
mimeographed copy given to the committec so that the committee
can - question the witness, if it is desired, in accordance with the
mimeographed copy? :

Senator McCarrry. I think the mimeographed copy is sufficiently
accurate to be used for that purpose. '

Chsairman Russkrn. We have a rule as a general proposition that
requires the submission of a statement to the committee, but we have
never applied that rule to Members of the Senate,

Senator Syminagron. Mr. Chairman, I would like to look over
what was said with reference to the witness testifying because my
mind could not carry all those many details in my head.

_ Chairman Russerrn. The Senator’s eutire statement is now in the
possession of the committee, not only the multigraphed statement,
but his entire statement, and it will be available to any member of
the committee. o

The Senator says that this.is not the complete statement, but it
contains most of the matters.

Senator MoCarray. As far as the facts are concerned, it is accurate,
with some grammatical changes and slight modifications. ‘

Chairman RusserL. Before we proceed any further, we wiil dis-
tribute this statement. I did not know it was here. I am advised
that there are not enough to furnish to every member of the committee.

The Chair will make his available to members.

Senator SavroNstALL. Mr. Chairman, this is headed, Senator
McCarthy, as your testimony. Now, is this your testimony?

Senator McCarruy. Yes, this is essentially the text of that.

Senator SaLToNsTALL. Thank you very much. _

Senator McCarruy. T acknowledge this as the statemoent.

Chairman Russern. Let us have order here where all the members
of the committee can hear Mr. McCone.

Are you ready to proceed now, Mr. McCone?

STATEMENT OF JOHN A. McCONE, NOMINEE, TO BE DIRECTOR OF
CENTRAL INTELLIGENCE

Mr. McCone. Yes,

Thank you, Mr. Chairman, for permission to make this statement
to the committee.

There was circulated to the committee a day or two ago a bio-
graphical sketch and T would just like to brief it. I was born in San
Francisco on the 4th of January 1902, and I have lived in California
all of my life since then, with the exception of the time I have spent
in Washington or elsewhcre.
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I graduated from the University of California in engineering and
have pursued engincering or related work since that time.

Following graduation, I became interested in the steel business, in
the fabricating and construction end, and during the period of 15 years
was actively engaged with the Llewellyn Iron Works and then the
Consolidated Steel Corp., which was its successor. .

In 1937, 1 resigned as a director and executive vice president of
that company to form with my associate, Mr. Stephen D. Bechtel,
the Bechtel-MeCone Corp. This company engaged in enginecring
and construction on a worldwide basis; and during the war was very
actively engaged with others in various cnterprises of enginecring,
construction, shipbuilding, aircraft modifieation, and so forth.

During the war I built—as president of the California Shipbuildin
Corp., I organized and built the California shipyards at Termina
Island, which became the second largest emergeney yard of the U.S.
Maritime Commission, producing some 475 vessels of various types.

I might recall that the experience at that yard, which involved the
recruiting and training and organizing of some 45,000, turned out to
be one of the most successful efforts in this field.

Concurrently, at the request of the Army, the Bechtel-McCone
Corp., of which I was the president, built a very large aircraft modi-
fication center at Birmingham, Ala., and there we equipped B-24 and
B-29 aircraft for their special missions under directives from the Air
Materiel Command of the Air Force.

During the war, in addition, we started at the request of the Mari-
time Commission certain shipping operations, and those have grown
since the war into what I might say is my principal personal business
activity at the present time. My principal business is the Joshua
Hendy Corp., a shipping company wholly owned by me, which en-
gages in both intercoastal and coastwise shipping, as well as offshore
shipping, in the transportation of bulk cargoes such as iron ore and
petroleum products.

I have, as this committee knows, had considerable experience in
Washington,

In 1947, I was appointed by President Truman to the President’s
Air Policy Commission, which produced the report “Survival in the
Air Age,” which for several years became more or less of the directive
for the building up of our airpower, and I am sure this committec is
familiar with that report. ‘

In 1948, T served as special deputy to Secretary James Forrestal.
At that time there was no position of Deputy or Under Secretary of
Defense, and I served in what might be considered that capacity for
about a year’s time. It was my responsibility then, under his direc-
tion, to prepare the first consolidated budget of the Department of
Defense.

In May of 1950, T was appointed Under Secretary of the Air Force
and served until October 1951.

In 1954, T was a member of Secretary Dulles’ Public Committee on
Personnel, which engaged in a study of the personnel problems of the
State Department and caused the reorganization of the Foreign Service
and other aspects of the State Department activities.

In July 1958, I was made a member of the Atomic Energy Com-
mission and immediately appointed its Chairman and served until
January 20, 1961.
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I have been active in a number of educational and philanthropic
and civic activities. _ ;

At the time of my appointment as Director of Central Intelligence, '
I was chairman and director of Joshua Hendy Corp. and Panama
Pacific Tankers Co., and a number of their subsidiaries.

I was a director and a member of the executive committee of the
Pacific Mutual Life Insurance Co.; a director of the Western Banking
Corp., the First Western Bank of California, Trans-World Airlines,
and the Standard Oil of California. v

I resigned from all of those directorships and officerships.

(The nomination reference and biographical statement referred to
follow:)

: NominaTioON REFERENCE AND REPORT

In EXECUTIVE SEsSION,
SENATE OF THE UNITED STATES,
January 15, 1962,

Ordered, That the following nomination be referred to the Committee on
Armed Services:

The following-named person, who was appeinted during the last recess of the i
Senate, to the office indicated: !

John A, McCone, of California, to be Director of Central Intelligence, vice
Allen Welsh Dulles, resigned.

JouN ALEx McCong

John Alex McCone was born in 8an Francisco on January 4, 1902. His father's
family had been in the mining and machinery business in Nevada and California
since 1860, His mother was the former Margaret Enri ht, of San Jose, Calif.
He attended the public sehools in Los Angeles, and the %niversity of California
at Berkeley, and was graduated in 1922 with the B.S. degree in engineering,
magna cum laude. Mr. MeCone and Miss Rosemary Cooper, of Nex Peree,
Idaho, were married on June 21, 1938, They maintained homes in San Marino,
Calif,, and in Washington, D.C., until her sudden death on December 6, 1961.

Mr. MeCone began his industrial career in 1922 as a riveter in the boiler shop
of the Llewellyn Iron Works in Los Angeles. In subsequent years with that
firm he worked as surveyor with its construction gangs and foreman of its steel
erector erews, and at the age of 26 he became construetion manager, In 1929,
when the Llewellyn firm was merged with others into the Consolidated Steol
Corp., he joined the new firm and served successively in various executive posi-
tions, ineluding construction manager, vice president in charge of sales, and (from
1933 on) executive vice president and director. Among his major projects at
Consolidated was one to provide steelwork for the Boulder Dam, being built
for the U.S. Bureau of Reclamation by the “Six Companies” consortium.

In 1937 Mr. McCone loft the stecl business to join Stephen D. Bechtel in
organizing a new engincering firm, the Bechtel-Mc¢Cone-Parsons Corp., in Los
Angeles.  This firm, later renamed the Bechtel-McCone Corp., specialized in the
design and construetion of petroleum refinerics, processing plants, and power-
plants for installation throughout the United Statces, in South America, and in the
Persian Gulf area. Late in 1939, at the outbreak of war in Europe, with various
business associates, Mr. McCone joined the Six Companies group in forming the
Seattle-Tacoma Shipbuilding Corp. They built merchant ships, first for the
U.S. Maritime Commission and later for the British Government,

In the Nation’s war production effort during World War II Mr. McCone and
his enterprises participated extensively. He assisted in the establishment of the
California Shipbuilding Corp. and served as its president and the general manager
of its Terminal Island shipyard at Los Angeles. It became one of the Nation’s
principal wartime shipyards for the construetion of cargo vesscls, tankers, and
troop transports. Through the Bechtel-MeCone Corp. hie built and managed the
Air Foree’s modification center in Birmingham, Ala., where B-24 and B~29
bomber aireraft were specially fitted for combat. Through an affiliate, Pacific
Tankers, Inc., and in cooperation with the Standard Oil Co. of California, he
operated an extensive fleet of oil tankers for the U.8. N avy in the Pacific.. He also
served as director of the Marinship Corp., at Sausalito, Calif., and of the Oregon :
Shipbuilding Corp. ‘
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After the war, Anrder Mr. McCone’s leadership, the Bechtel-McCone Corp.
took over the Joshua Hendy Iron Works at Sunnyvale, Calif., producers of heavy
machinery and equipment such as ship propulsion units, reduction gears, and
reclamation equipment. Subsequently, under Mr. MeceCone’s presidency, the
Hendy firm (eventually renamed the Joshua Hendy Corp.) redirected its efforts
to oversea shipping, particularly the ore-carrying trade in South America and,
through its Pacific Tankers Division, the operation of a fleet of oil tankers in the
Pacific. In another venture, in.1945, Mr. McCone and his associates formed the
Pacific Far East Line for cargo trade with Japan, the Philippines, and China.

Mr. McCone has also served on the boards of other enterprises, including the
following: Curtiss-Wright Corp.; Crocker-Wheeler Electrical Manufacturing Co.;
California Bank of Los Angeles; Pacific Mutual Life Insurance Co.; Industrial
Indemnity Co.; Standard Oil Co. of California; Western Banking Corp.; Founders
Firc & Marine Insuranee Co.; and Trans World Airlines. o :

Mr. MeCone’s official service with the U.S. Government dates from the fall of
1947, when he was appointed by President Truman as a member of the President’s
Air Policy Commission, of which Thomas K. Finletter was Chairman. In that
position Mr. McCone helped to formulate the military-preparedness aspects of
the Commission’s report, ‘‘Survival in the Air Age,” issued on January 1, 1948.
From March to November 1948 he served as Special Deputy to Secretary of
Defense James V. Forrestal, and handled the preparation of the first two budgets
of the newly established Department of Defense. In May 1950 he was appointed
Under Secretary of the Air Foree, with special responsibilities for the aircraft
procurement program and the construction of oversea bases, including the plan-
ning of the base complexes at Thule, Greenland, and in north Africa. Upon his
resignation in October 1951 to return to private life, Mr. MecCone was presented
the Exceptional Civilian Service Award, which cited him for his part in the
doubling of American military aircraft production during that critical year of the
Korean war.

During President Eisenhower’s administration Mr. MecCone served in a number
of capacities. In 1954 he was a member of Sceretary of State Dulles’ Public
Committee on Personnel (the Wriston Committee), which was concerned with
increasing the effectiveness of the career services of the Department of State,
both in Washington and abroad. On June 6, 1958, President Eisenhower
nominated him for a 5-year term as a member of the U.S. Atomic Energy Com-
mission. The nomination was approved by the U.S. Senate on July 9, and on
July 14, 1958, he took office and was designated as Chairman of the Commission.
He served until the close of President Eisenhower’s administration in January
1961, when he resigned to return to private lifc.

Mr. McCone has participated in a number of civie, philanthropie, and educa-
tional activities over the years. Ile has been a director of the Stanford Research
Institute, & trustee of the California Institute of Technology, a regent of the
Loyola University (Los Angeles), and was one of the founders and first president
of the Los Angeles World Affairs Council, established in.1954. In 1955 Pope
Pius XII made Mr. McCone a Knight of St. Gregory, and in 1956 awarded him
the Grand Cross of the Order of St. Sylvester. In March 1956 Mr. McCone
served as President Fisenhower’s personal representative to the Vatican at the
Pope’s 80th birthday celebration, and in 1958, with Secretary of State Dulles
fIL)r}d 1;/1&51 Clare Boothe Luce, represented the President at the funeral of Pope

ius . .

Mr. MeCone holds homorary degrces from many universities including the
University of California, Notre Dame University, Fordham University, Clarkson
College of Technology, and the Catholic University of America.

Mr. McCone entered on duty as Director of Central Intelligence under a recess
appointment on November 29, 1961.

Mr. McCong. Mr. Chairman, I know that the committec will be
interested in the particular assignment that I have accepted from the
President, and, for the rccord, the President asked me to assume the
post of Director of Central Intelligence on, I think, the 27th of Sep-
tember, and I was actually inducted into office on the 29th of Novem-
ber. ‘

During the intervening 2-month period I traveled extensively in
examining the affairs of the Agency, took a trip both to the Far East
and to a great many points in Europe. I think I could best explain
the scope of the responsibilitics which the President has asked me to
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assume by reading for. the record a letter of Jahuary 16, signed by
President John F. Kennedy. The letter is as follows. It is directed
to the Director of the Central Intelligence Agency, with copies to the
Secretary of State, Secretary of Defense, the Attorney General, and
to the Chairman of the Atomic Energy Commission. :

In earrying out your newly assigned duties as Director, of Central Intelligence
it is my wish that you serve as the Government’s principal foreign intelligence
officer, and as such that you undertake, as an integral part of your responsibility,
the coordination and effective guidance of the total U.S. foreign intelligence effort.
As the Government’s principal intelligence officer, you will assure the proper
coordination, correlation, and evaluation of intelligence from all sources and its
prompt dissemination to me and to other reecipients as appropriate. In ful-
fillment of these tasks I shall expect you to work closcly with the heads of all
departments and agencies having responsibilities in the foreign intelligence field.

In coordinating and guiding the total intelligence effort, you will serve as
Chairman of the U.S. Intelligence Board, with a view to assuring’ the efficient
and effcctive operation of the Board and its associated bodies. In this connection
I note with approval that you have designated your deputy to serve as a member
of the Board, thereby bringing to the Board’s deliberations the relevant facts
and judgments of the Central Intelligence Agency.

As directed by the President and the National Security Council, you will
establish with the advice and assistance of the U.S. Intelligence Board the neces-
sary policies and procedures to assure adequate coordination of foreign intelligence
activitics at all levels. ’

With the heads of the departments and agencies coneerned you will maintain
s continuing review of the programs and activitics of all- U.S. agencies engaged
in foreign intelligence activities with a view to assuring efficiency and effectiveness
and to avoiding undesirable duplication.

As head of the Central Intelligence Agency, while you will continue to have
overall responsibility for the Ageney, I shall expeet you to delegate to your
principal deputy, as you may deem necessary, so much of the direction of the
detailed operation of the Agency as may be required to permit you to carry
out your primary task as Director of Central Intelligence.

It is my wish that you kecp me advised from time to time as to your progress
in the implementation of this directive and as to any recommendations you
.may have which would facilitate the accomplishment of these objectives.

T would just like to say for the record, Mr. Chairman, that one ap-
proaches responsibilitics of this type with considerable concern, for
many reasons, not the least of which is the extreme competence of
Mr. Dulles, my predecessor, and also General Cabell, who is Deputy
Director, who is resigning as of January tho 31st.

That completes my statement.

Senator SarTonsTALL, Mr, Chairman, may I make a motion before
you ask any questions in your capacity as chairman?

Chairman RusseLr. Yes, sir. '

Senator SavTonsTaLL. My motion is that the Chair, who undoubt-
edly has the responsibility, anyway, of deciding the questions to ask in
open session, and the questions in closed session, of this very important

. Agency regarding intelligence, make it clear that any question that he

“believes should be asked in closed session, rather than in open session,
"be so determined by him, and that that question not be then asked.

... In other words, that-the Chair shall have the responsibility, with the
“dpproval of the committee, of determining what questions niay be
asked in open session and in closed session.

We want to give every member a chance to ask all the questions
that he wants to ask and should ask.. There are undoubtedly some
questions; especially those raised by Senator McCarthy, that, in my
opinion, should be considered in closed session rather than open
gession. ‘ :

78722—62-——8 s
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And it is with the feeling of giving the Chair the support of the
committee that he assume this responsibility that I make that motion.

Chairman RusseLt. Let me say that I am sure that every member
of this committee has the same interest as the Chair has and will not
ask any question that is inappropriate and classified in this open
hearing.

We shall not under any circumstances deny any member of this
committee the right to ask any question they want'in any area, how-
ever highly classified.

But I am sure that the members of this committee have the same
interests I have in not getting into the field of classified material.
I do not anticipate any difficulty. You have heard the motion by
Senator Saltonstall. I did not request that he make such a motion.

Senator SymiNgroN. Mr. Chairman, my only thought about it,
if I may say so, is that it seems to me that this witness is entirely
capable of deciding himself what questions he could answer in an open
hearing and what he could not. ‘

Chairman RusseLn. I think that is undoubtedly true, but I want
to sa

Segator Case. That would be his basic qualification for the office
for which he is nominated.

Senator JacksoN. May I also add something, Mr. Chairman. I
should also like to comment that a question itself could be a revelation
of classified information, so that it is the duty and responsibility of
us as Senators to remember the questions that we ask might, of them-
selves, reveal classified information.

But I think we all understand that.

Senator SaLroNsTALL. I think we all do, Senator Jackson and Mr.
Chairman, but I wanted to give the support to the Chair in makin
any ruling before any questions are asked even by the Chair himsel
so that we have that perfectly clear understanding.

Chairman RusseLr. I appreciate the Senator’s suggestion, and, of
course, the Senator can make any motion he wishes, but I would ask
him not to press that motion right now. If we get to that question,
the Chair will certainly express his opinion, if one is classified.

Mr. McCone will know and any member of this committee will
know.

I am most grateful to the distinquished Senator from Massachusetts,
but I ask him not to press it.

‘Senator SanronsTaLL. If there is the understanding, what T wanted
‘to accomplish wag to help support the Chair.

Chairman Russsrr. I am extremely grateful to the Senator for his
fine expression of confidence. Through all the years he has been a
pillar of strength in the operation of this committee, whether I have
been sitting where I am now, or whether I occupied the seat to my left.

I have a few questions.

Mr. McCone, do you conceive of your position as being one that
makes policy in any respect that affects any part of this country?

Mr. McCone. No, Mr. Chairman.

I do not think that the role of the Director of Central Intelligence
is a policymaking position. I think the responsibility is to develop
the facts and report them promptly and clearly and properly evaluate
it to those who are responsible for making policy.

Chairman RusserLL. Do you think that the Central Intelligence
Agency could carry out any operation in any foreign country without

Approved For Release 2004/03/25 : CIA-RDP64B00346R000400040049-5

)



Approved ForRalaassAR0PR5:! ABRRE4R00345R0A0400049849-5

the knowledge and approval of the Secretary of State and the
President of the United States? :

Mr. McCone. No.

The operations and activities, the operations of the Central Intel-
ligence Agency which are carried on in foreign countries are with the
knowledge of both the Secretary of State and the President. - :

Chairman RusseLL. Has the office of the Director of Intelligence
or have the activities of the Central Intelligence Agency, been
‘reorganized ?

Mr. McConz. No, not appreciably, Mr. Chairman, except in the
one respect that was mentioned both in Senator McCarthy’s state-
ment and in the President’s letter, and that was to place on the
U.S. Intelligence Board the Deputy Director of Central Intelligence
as the Agency’s representative on the Board, thereby relieving the
Chairman of the Board from the responsibility of being the advocate
of the Agency’s position, so that he, as Chairman and the repre-
sentative of the President, could act objectively on controversies
when differences arose between the 10 or 12 members of the Board.

'ghat is the first and most important change that has been made
to date.

Chairman RusserLr. Senator McCarthy suggested that there had
been some change perhaps in the responsibilities of the Director of the
Central Intelligence Agency that either increased or decreased his
authority. : :

Has your authority been enhanced or diluted in any way, or has
the authority of this office been cither enhanced or diluted in any
way, other than the one that you suggest?

Mr. McCong. No.

Chairman RussgLL. Since you have taken over the office?

Mr. McCone. No, not at all; not at all. ‘

I think the purpose of the President’s directive was to be sure that
the Director of Central Intelligence was his principal intelligence
officer to exercise both activities which are provided for in the law.

One is the direction of the Agency itself; and the other is the coor-
dination of the community as a whole, and that is done in the in-
terests of, first, avoiding duplication, but, equally important, to see
that there are no gaps.

Chairman Russerr. I know of no agency of Government or official
of Government other than the President of the United States or- the
Congress of the United States that has the power under the Constitu-
tion either to enhance or to dilute the authority of the Director of
Central Intelligence Agency, as spelled out in existing law and in the
existing Executive directives. Do you know of any proposal that the
-President has under consideration that would alter the nature of your
authority or the operation of your office?

Mr. McCoxe. None that he has acted upon.. There have been
proposals made to him. He withheld any action or any comment on
them, pending my appointment, and then submitted them to me for
my consideration.

The first action that was taken was the one I mentioned and the
general concept of the office, as embodied in his letter which I have
just read, and I think that that is in strict conformance with the
spirit of the act that established the Agency.
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Chairman RussgrL. Mr. McCone, I am sure you are aware of
the fact that the legislation creating the Central Intelligence Agency
was considered in this committee.

We consider that this committee is the one that has the overriding
responsibility for cxercise of the congressional authority over the
Central Intelligence authority.

Mr. Dulles and your other predecessor in office have been called
before this committee or subcommittees on numerous occasions, and
they have always been both cooperative and forthright in their re-
sponses to any questions asked about any of the operations of the
Central Intelligence Agency. ’ :

Do we have your assurances that the CIA during your tenure as
Director, if you are confirmed, will continue this policy of relationship
with this committee? : :

Mr. McCong. Yes, sir; most certainly.

Chairman Russein. I have another question. I want to get this
clear as a corollary, of course, of the first one. ‘

The CIA is established under the National Security Council, and
in the very nature of things the Department of State would have a
great deal to do with certain of the operations of the Central Intelli-
gence Agency.

But, despite that fact, it is most important that this committee
have at all times the independent judgment of the Director of the
CIA without regard to any policy objective of any executive depart-
ment, and I would like to be reassured that the information and the
views that you would present to this committee, when you are asked
questions, would represent your own conclusions in the intelligence
field, not colored or influenced by any of the exccutive agencies of
Government. :

Mr. McCong. I can give you that assurance, Mr. Chairman. As
you note from the letter that I read, there is no intervening authority
or agency between myself as Director of Central Intelligence and the
President, and there is neither intent nor arrangement under which
the views that I develop as Director of Central Intelligence would be
influenced or that I would in any way be inhibited from expressing
them to this committee or to higher authorities.

The procedure is to discuss matters of importance such as the
national estimates at the U.S. Intelligence Board, and there to receive
the views of the entire community. In the final analysis that Board,
however, is advisory to the Director of Central Intelligence, who
transmits his views to higher authority.

Chairman RusszrL. Mr. McCone, the position of Deputy of
Central Intclligence has increased considerably in importance over
recent years, and I notico in this directive from the President that
you are expected to delegate to your principal Deputy as you may
deem mnecessary so much of the direction and detailed operation of
the agency as may be required to permit you to carry out your pri-
mary task as Director of Central Intelligence. !

Have you any assurances or do you expect to exercise your own
independent judgment in selecting this Deputy without regard to the
views of any department of the executive branch of the Government?

Mr. McCoxE. In the final analysis, I will recommend to  the
President a man whom I would hope he would appoint as my Deputy.

The post of Deputy Director is a Presidential appointment and
must be confirmed by the Senate.
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Chairman Russsnr, Yes, but I had understood that the President
had usually followed the views of the Director in the sclection of his
chicf deputy. ,

Mr. McCong. And I think that will prevail.

Chairman Russkrn. Do you consider that your responsibility is
subject only to the overriding ‘authority of the Commandor-in-Chief,

* the President of the United States? .

Mr. McCoxg. That is correct.

Chairman Russern. Senator Saltonstall?

Senator SALTONSTALL. Thank you, Mr. Chairman. .

Mr. McCone, possibly you have answered this question to the
chairman, but I would like to emphasize it.

You intend to do your utmost to reorganize the CIA in any way
that you think will make it a more efficient instrument for procuring
intelligence and for carrying out its responsibilities?

Mr. McCong. Yes, I think so.

T am studying the organization of the agency very intently, and I
think that some changes are going to be indicated. I must say that
the present pattern of organization of the agency is a result of years
of study by some very competent people, both within the Govern-
ment and outside consultants, and it is not a bad pattern of organiza-
tion, although changes will be indicated, I foel sure: :

Senator SALTONSTALL. As one who has the utmost respect for your
predecessor, I am confident that you are willing to. do everything you
can to make it more efficient, but & new person coming in may have
some ideas that would make it betters Certainly, you are going to do
so, to the best of your ability, are you not? o -

Mr. McCong. T think in all these departments of Government
there is an evolution in management procedures and, with that,
improvement.

Senator SALTONsTALL. The chairman brought out, I think, that
you will come before this committee, and any time that the com-
mittee asks. '

Now, if there is something of importance that you believe this
committee or any subcommittee of the Senate should know about
in connection with your work, you will be willing, or you will under-
take to initiate a meeting with us, as well as to have us request a
meeting with you?

Mr. McCoxg. That is correct; yes.

Senator SALTONSTALL. Because many times it is difficult for us to
know what may be going on, about which we should be informed.

Mr. McCong. Yes, '

T would most certainly seek that arrangement with the chairman.
Tt was an arrangement that I had with the chairman of the Joint
Committee on Atomic Energy, and I initiated any number of meet-
ings with the committee as a whole or a subeommittee during my
tenure in office. ;

Senator SarTonsTaLL. Now, Mr. Dulles testified a humber of times
before the Space Committee and other committees that it was his
responsibility, as he understood his job, to get the facts;-but to have
no policy opinion on those facts. SRV '

Now, Mr. McCarthy brought out several questions with relation to
your opinion on the nuelear moratorium and on other matters. '

Now, when you assume this job, it is my understanding that it is
your job to report the facts to the proper policymaking members of
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the Government and not to express your opinion in reporting those
facts, unless, of course, in extreme cases it may be asked.

But, presumably, it is your job to report the facts and let them
make the policy.

Mr. McCore. As I said, from the standpoint of my competence in
office, it is my responsibility to report facts, and, furthermore, I think
I should avoid, so far as possible, being drawn in on a personal basis
into any policy discussions because that, to an extent, may have some
gﬁ?ect on what people, the validity that people might attach to the

acts.

However, I would expeet that because of the various areas of ac-
tivity that I have had in Government in the past, that maybe my
personal opirion may be asked on some subjects. But in my role as
Director of Central Intelligence, it would be beyond my competence
to deal with policy.

Senator SaLronsTALL. That is my understanding, and T hope that
you carry that forward.

Now, I would like to ask this. There have been certain newspaper
comments recently upon your qualifications to hold this office.

You were investigated, if that is the right word, or studied by a
subcommittee of this committee in May 1950. That subcommittee
was headed by Senator Byrd of Virginia, Senator Kunowland, and
Senator Hunt, on the proposal of Mr. Thomas K. Finletter to ap-
point Mr. John A. McCone of California as his assistant.

Now, that subcommittee reported favorably, and the full Committec
on Armed Services recommended your appointment to that position
in June 1950 and the Senate followed the recommendation of the
committee,

At that time you gave some very substantial memorandums and
letters regarding your certain holdings in the shipping business, and
80 on,

Again in 1958, when the question of your appointment as Chairman
of the AEC came up, July 2, 1958, you were questioned by Senator
Anderson and others on the Joint Atomic Energy Committee as to
your holdings and as to whether those holdings would in.any way
affect your responsibility as Chairman of the AEC. And thai com-
mittee found no evidence to prevent you doing that, and you were
unanimously recommended by that committee, and the Senate con-
firmed your appointment.

Now, the events discussed in these newspaper articles, which I
have read, were all prior to these two confirmations with one excoption,
But before I take up that exception, T would like to ask you:

Have any ‘of the facts which you gave out in your memoranduims,
in your letters in 1950 and in 1958 to the committces, changed between
1958 and the present time?

Mr. McConEg. No. There has been no change.

Senator, I do not think that there has been any change in my per-
sonal holdings, none that I can think of, since I took office as Chairman
of the Atomic Energy Commission in 1958. I have substantially the
same portfolio of stocks, and I retain the ownership of my shipping
companies, which T had both in 1950 and 1958.

~ Senator Savronstann. Your shipping company, the management
of it, if I read these comments correctly, has been turned over by you
to some agencies who operate it and you are completely out of ‘the
management or operation of that company; is that correct?
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Mr. McCong, Yos.

In 1958, I turned the management of the shipping company over
to others, and disassociatod myself entirely. I thon at that timo
placed the stock of those companios in trust in a bank, which was an
irrevocable trust, revokable only when I left the Government. -

Now, T have not placed that stock back in trust. I am perfectly
willing to do so. T had not thought it was necessary because I cannot
see that there is any interrelationship or any possible conflict of
interest,

The atomic encrgy law is quite stringent in regard to that. Tt
specifics that a Commissioner will ongage in no occupation, profession,
or business activity, and I just set that over in trust as an added
insulation. While that could be done, I have not done it, I am
perfectly willing to.

Senator SaLToNsTALL. What you are telling us is that you are
going to give your full time to the CIA, but you do not think that
the ownership of certain stock in a shipping company is in any way a
conflict of interest with relation to your dutics in the CIA?

Mr. McCone. None whatsoever. ' :

Senator SaLronsTaLL. But the management of that company is
complotely out of your hands at tho present time? ‘ '

Mr. McCone. That is correct.

Senator SALTONSTALL. Now, there is one statement that was made
in the newspapors that was not prior to 1958, and that is tho question
of to what line the nuclear ship Savannah was assigned, and the
argument is that it was assigned to a company that was owned by
you at the time that you were interested or about to be interested
as Chairman of the AEC.

Have you any statement which you would care to make to the
committee regarding that?

Mr. McCong. Yes.

The operation of the Savannab was assigned to the States Marine
Lines, in which I have no direct interost whatsoever. However,
Mr. Henry Mercer and others in the States Marine Line were asso-
ciated with me and others in shipping ventures, and for that reason
this particular article that you refer to seems to infer that I in some
way influenced this contract. '

Now, the facts are that this contract was negotiated during the
spring of 1958. Tt was awarded on tho 6th of June of 1958. T took
office the 9th or 10th of July, some 6 weeks later. Furthermore,
the contract was negotiated not by the Atomic Encrgy Commission,
but by the Department of Commerce, and the full extent of the AEC
pﬁlrticipation was to have a man on a committee that reviewed the
thing.

We registered—and this was prior to my taking office—no objection
to the award. So I have no part in that whatsoever.,

Senator Sarronstarn., And did you, prior to your appointment,
discuss that question of the assignment of that ship with the Maritime
Commission?

Mr. McCong. No.

Senator SarronstaiL. Or with the Department of Commerce?

Mr. McConEe, No.

I at no time discussed the assignment of that contract with anyone
in Government. .
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Senator SALTONSTALL. So that the report that you had something
to do with the assignment of the Savannah to that company is not
based on fact?

Mr. McCone. That is correct.

Senator SALTONSTALL. Now, just one more question, Mr. McCone.

Do you know of any conflict of interest or any reason that you have
not given to us or given to the prior committee that could be con-
gidered a conflict of interest in your appointment to this very im-
portant office?

Mr. McCong. I know of none.

T have had the matter examined by my General Counsel who, in
turn, has discussed it with the Attorney General’s Office, and have
given me an opinion that there is no conflict of interest.

Senator SarronsTarL. Thank you, Mr. Chairman.

Chairman RusserL. Senator Symington?

Senator SymiNgToN. Mr. Chairman, T have not had a chance yet
to read the full statement of Senator MeCarthy.

Chairman RusseLrL. We will have rounds of questions, so you can
ask all the questions you wish.

Senator SymingroN. Shall I proceed then, sir?

Chairman RusseLr. Yes. You will have another opportunity.

Senator Symrvaron. In 1947, I first met Mr. McCone. He was
working as adviser to Mr. Finletter, who was Chairman of the Presi-
dent’s Air Policy Commission.

When Mr. Henry Ford decided he could no longer devote the time,
Mr. Finletter had been impressed to the point where he asked Mr.
MecCone to become a member of that Commission. , ‘

In the spring of 1950, for reasons that are not important, 1 decided
to leave the Air Force and asked President Truman if he would
appoint Mr. Finletter Secretary. President Truman said he would
appoint him. I said Secretary Finletter would accept the position
provided the President would also agree to have Mr. McCone as
Under Secretary of the Air Force. The President said that if he was
the right man, he had no objection to the fact that he was a Re-
publican.

And so he came before this committee.

All of the questions normally asked him as a new entry into a
position of that character were asked before this committee, and he
was confirmed by the Senate. ‘
“Later on he retired into private life. Then President Eisenhower,
with an obvious problem in the Atomic Energy Commission, asked
him to becorne Chairman of that Commission. He accepted that
position.  Once again he was asked all questions considered impor-
tant, and he was confirmed for that second position. v

Teo the best of my knowledge, the confirmation was unanimous.
T am not.sure about that.

Is that correct?

Mr. McConz. Yes, on both occasions.

Senator SymingToN. On both occasions. .

1 micht add that I mention his being a Republican because one of
my col%eagues said, “Why can’t the President get a Democrat?’”’

One of the great teams in this business of Government since 1
have been connected with it was put in by President Roosevelt,
when he had Secretary Stimpson, Secretary Knox, Secretary Patterson,
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Secretary Lovett, Secretary McCloy, all well known to most of this
committee and all incidentally, Republicans. :

So I think that far from there being any criticism of President
Kennedy, there should be commendation for him in his effort to get
the best man he could for this important position, regardless of

arty.

P I )lrla,ve been especially interested in new blood in the Central
Intelligence Agency because of its importance to our national defense.
Inasmuch as the previous administration of this Agency told us
carly last fall that their estimatc of Russian long-range missile capacity
in mid-1961 was only 3.5 percent of what they estimated it would be
only 19 months previously, and inasmuch as in a nonaggressor nation
like ours there are tens of billions of dollars annually spent by our
Government, which they tax the pcople for, our own defense plans
would seem to depend primarily on what our national intelligence
believes a possible enemy is doing. e

The President’s cffort to improve the management of the Central
Intelligence Agency-—and I say this without the slightest criticism of
the past—should be commended by all Americans. ' '

I never saw this statement of Senator McCarthy’s before; but there
are questions in it which might properly be asked by people who read
it.

First, on page 2, it says that:

“Intelligence is too important to be left to the unsupervised,” a
quotation from Mr. Hanson Baldwin of the Now York Times. I
would estimate that in many cases, Mr. McCone, you will be the
most supervised man in the Government. To the best of my knowl-
edge, yours is the only operating agency, which in cffect, reports to a
council, the National Security Council in this case, although inasmuch
as that is an advisory body to the President, therefore you report
directly to the President.

But is there any belief on your part that you will be unsuprevised
in this position?

Mr. McCoxne. No, Senator Symington.

I think that with respect to the areas of greatest concern that there
is adequate supervisory machinery established.

Senator SymiNaToN. Tho statement says the Director of the Central
Intelligence Agency is Chairman of the U.S. Intelligence Board.

Mr. McCone has changed the procedure and asked that the Deputy
Director of CIA sit as a member of the Board while Mr. McCone
presides.

That, to me, would scem to be a useful and logical request on your
part. It is brought up here, first, I ask if it is true; and, secondly,
if so, why?

. Mr. McConz. Well, in answer to the first part of your question, it
1s true. ’

The reason for it is that there was a feeling of the body of opinion
within the intelligence community that the Director of Central In-
telligence, sitting as Chairman of the Board and at the same time the
advocate of the agency viewpoint, in any controversies with, or differ-
ences of opinion with, the other clements of the intelligence community
might be a prejudiced Chairman.

Therefore, it appeared to me that if I served as Chairman and as the
President’s representative, and the Deputy was the advocate of the
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agency viewpoint, it would give me a considerably more objective
point of view.

Senator SyminagToN. That makes sense to me,

Now, on the top of page 4 the Senator from Minnesota makes the
statement about tll)le ousting of Mossadegh. :

History has not yet clearly demonstrated that this was the wisest policy.

I am chairman of the Mid-East and South Asia Subcommittee
of the Senate Foreign Relations Committee, and spent considerable
time last fall in Iran. We all have a right to our opinion. My
opinion is that if Mossadegh had stayed on, the Tudeh Party would
have dominated and today Iran would be a Communist country.

In any case, this is not an examination of our foreign policy, as I
see it. It is an examination of you as the new appointee of the
President to direct the Central Intelligence Agency. So, for the.re-
cord, did you have anything to do with the Mossadegh episode?

Mr. McConEg. No, sir.

Senator SymingToN. Did you have anything to do with the gyra-
tions incident to Souvanna Phouma and all the other Phoumas in
South Vietnam?

Mr. McConz. Yes.

As a member of the National Security Council, we discussed the
Laotian situation a great many times. And, as you know, I sat on
that Council as Chairman of the Atomic Energy Commission, and this
subject was before us quite often.

Senator SYMINGTON. You were a statutory member of the National
Security Council.

Mr. McConu. Not statutory, but by invitation by President
Eisenhower.

Senator SymineToN. In other words, President Eisenhower wanted
your opinion and advice in these matters so he asked you to sit on
the National Security Council?

Mr. McCons. That is correct.

Senator SymingTon. With him and the others.

Mr. McConxr. With the National Security Council and the Cabinet.

Senator SymingToN. Now, there have been some implications that
perhaps you have not had too much experience in_intelligence. Is
there any higher intelligence requirements in the Government that
you know of beyond the Atomic Energy Commission?

Let me rephrase it this way:

Even though you are cleared for top secret documents in normal
branches.of t%e (Government like the Defense Department, that does
not clear you for atomic information, is that correct?

Mr. McCowne. That is correct, yes. That is correct.

Senator SymingToN. Thank you.

The fact that Chairman Glenn Seaborg announced major changes
in the organization of the operating staff of the Commission, the
implication is that when he got there, he found there were some
improvements he could make in the operation of the Atomic Energy
Commigsion. .

In my earlier business career 1 dealt primarily with the railroads,
General Motors and Sears, Roebuck. The railroads were never trying
to reorganize but General Motors and Sears, Roebuck were doing it
every month.
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The relative position of those threec might be considered when also
considering that fact. Regardless of any efficiency in a company, the
policy of the better corporations, or the better Government depart-
ments, is to constantly look for improvement in management in order
to get maximum return from investment. Is that a fair statement?

Mr. McCong. Certainly, that is true.

Senator SymingTon. Now, the statement here would seem to place
you into what might be called the big bomb group.  You and T have
ot talked about these matters for many years, Asl remember, when
there were people who were willing to, in cffect, rest our military posi-
tion or a large percent of it, on the concept of strategic retaliation, you
were the leader in the civilian end about the importance, also, of
tactical air.

s that a fair statement?

Mr. McCong. Yes; 1 think that is right. I think I had a great
deal to do with the development of tactical air, although I was a strong
supporter, have been an continue to be a strong supporter, of the
concept of massive retaliation.

Senator SymMingToN. In other words, you want to see us equipped
to fight every type of war, based on your experience, and not just one
type?

Mr. McCone. That is right. ‘

Senator SyMINGTON. Do you agree with the President when he says
we should have some difference between humiliation and nuclear
response?

Mr. McCong. I think that is a statement that is subject to @
variety of interpretations, and I would prefer not to comment on it.

Senator SymineroN. Would you comment on it in exccutive session?

Mr. McCone. No.

I will state this: That I think that we must have a_capacity to
conduct wars at various levels, small wars that we might become
engaged in as we did in Korea. We also must have the capacity to
handle ourselves in the ultimate war.

Senator Syminaron. I do not see how anybody could object to that
position, the logic of it.

Now, on this question of moratorium, the statement says you have
been outspoken 1n opposition to an unpoliced moratorium for nuclear
weapons testing.

Is that correct?

Mr, McCong. Yes.

Senator SymingroN. I join you in that and the others who have
been unwilling to trust the Communists in this field.

In that connection a former member of the Atomic Energy Commis-
sion pointed out to me this testimony, Mr. Chairman, which was in the
Joint Committee on Disarmament, April 16, 1958. I mention this
because Dr. Bethe is quoted often in this regard.

On that day I asked Dr. Hans Bethe:

If we are ahead, as you say, then, of course, it is to our advantage to stop testing
now. But if we are ahead and we stop testing, and they are behind and agree to

stop testing but do not, then, of course, they would rapidly overtake and pass us
with respect. to the development of weapons. Is that a fair statement?

And Dr. Bethe replied:

If they eontinued testing and we stopped it, they would certainly catch up-and
overtake us. However, it is my belief, as T have said, that they could not sub-

stantially improve their capability without a tremendous risk of being detected.
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I present that, as the Soviet’s have gone from persuasion to intimida-
tion, they ran some 50 atmospheric tests in complete contempt of world
opinion, and thereby tremendously improved their relative military
position as against the position of the United States.

Chairman Russerr.. Whose testimony is that, Senator?

Senator Syminaron. Dr. Hans Bethe, Mr. Chairman, before the
Joint Committee when members of this committee, and the Atomic
Energy Committee, were also with Foreign Relations.

Scnator Sarronsrtarn. The questioner was yourself?

Senator Symineron. The questioner was myself, and that was Dr.
Bethe's reply. =

Getting down to this letter, there have been some quotations from
the letter, a statement about the letter these seientists wrote. I have
never seen the letter, and would like to have g copy of it.

Mr. Chairman, T would like to read this letter and, if necessary,
ask some questions on it when my turn comes again. ‘

Chairman RusseLt. Very well. :

I would assume he will be asked about the letter, whether it is the
one he wrote. It has been covered rather fully in the hearings before
the Atomic Euergy Committee in 1958, Tt is available so far as the
records of the Senate are concerned. ‘

Senator Symingron. That is true, Mr. Chairman.

Mr. McCone, did you recommend that these scientists be discharged
from their position because of what they wrote in support of a par-
ticular candidate in 19567

Mr. McConEe. No. T brought no formal charge against them before
the Board of Caltech. My letter, which I presume is the lotter you
have, was directed toward Dr. Lauritsen, and it was in criticism of,
first, this position they took which I was in disagreement with, and,
second, the fact that they acted on the mantle of their high authority
as a group ol Cultech scientists, and I objected to that likewise.,
However, my communications were directly with them and not with
the university authorities.

Chairman Russer. The letter you wrote, the one you furnished
the Atomic Energy Committee in 1958, which appears in the printed
record of that year? ;

Mr. McCoNg. Yes. Itisin the printed record of the hearings.

Chairman Russerr. And you wrote it to the proflessors?

Mr. McCong. I wrote it to the professors and not the university
authorities, and I noted from the carbon copy this morning, just to
refresh my memory, there was no copy of it sent. Af least there was
no copy indicated that it went to any other source.

Senator SyminaTon. Has the committee a copy of the letter?

Chairman Russerr. Here it is. It was printed in the hearings
before the Atomic Energy Committee. I notice he very strongly
opposed unilateral abandonment of atomic testing in that letter.

Mr. McCong. Yes, sir; I did oppose it very strongly.

Chairman Russerr. I am still opposed to it now, %may say.

Mr. McCone. No, the point I was making, Senator Symington,
was that my carbon copy of that letter does not indicate that copies
of the letter were sent to the university. There was no official trans.
mission to_the university that I recall now. This is several years
back, and I must go on such records as I have here. :
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Senator SymiNnaTon. Is there anything further that you would like
to say with respect to this letter? You did not agree with these
people; and you were a trustee of the university at that time.

Mr. McConE. Yes, I was. . _

Senator SymingToN. And ﬁou disagreed with them and you told
them that you disagreed with them and you told them why, is that
correct? ]

Mr. McCong. That is correct, )

Senator SymiNGTON. Liet the record show I have never discussed
this with Mr. McCone. You sent no copies to anybody?

Mr. McConEe. None officially, no. I cannot say that somebody
did not see copies of it.

Senator SymiNcTon. To the best of your knowledge?

Mr. McCong. There was no official copy, and I did not request
the board of trustecs to take any action on discharging any of these
men.

Senator Syminaron. So that any statciment or implication you
tried to get these people fired is incorrect, is that correct?

Mr. McCong. That is right. .

Senator SaLTonsTaLL. Would the Scnator yicld at this point on
this question? )

Senator Symincron. I would be glad to yield. ‘ '

Senator SarTonsTALL. Mr. McCone, in conneetion with the letter,
Representative Holifield said—this is on page 16 of the testimony on
the hearing of John A. McCone to be a member of the Atomic Energy
Commission, dated July 2, 1958—Mr. Holifield stated:

Mr. McCone, I listened very carefully to the reading of your letter. 1 certainly
think you had all the right in the world to write such a letter. There are many
things in the letter with which I concur. I have debated in public with Dr.
Linus Pauling against this so-called position which, as I understand it, is a bit
fuzzy and is quite a bit on the unilateral side. I could not sustain such a position
myself. T think that it will have to be an international agreement which will
run concurrently and which will be adequately policed and inspected to assure
compliance by an international team.

There was one thing, however, that [ noted in your previous statement which T
thought 1 might ask you a question on, You made the statement that this
group of scientists was using the university as a platform. I would like to know
If in signing their signatures they signed it as individuals, or did they sign it as
10 scientists of Caltech University, or if that was the refcrence given to the letter
by a newsgaper headline.

Mr. McCong. I think they signed it as individuals, but it was accredited
probably by the newspapers.

Mr. Holifield agreed that you had every right to make the state-
ment that you did at that time. I thank the chairman. 1 hope
that might be helpful.

Senator Syminaron. Mr. MeCone, I want to get this straight in
my mind. We have heard talk today about academic freedom.

All people have frecedom, as well as academicians. You were a
trustec of this university. You, therefore, had certain authority and
responsibility connceted therewith. You did not agree with these
people.  You wrote them a letter stating, or at least one of them,
that you did not agree, and you did not ask that they be discharged
because they wrote the letter; is that correet?

Mr. McConz. That is correct.

Senator Symingron. Now the Senator from Minnesota asked six
questions here. The first is: Is the CTA to be reorganized; and, if
80, in what respects?
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1 do not see how you would know how you could reorganize it until
vou get into it and see it operate for a while, but, nevertheless, perhaps
you could. T

Would you comment on that? '

Mr. McCone. Well, T can go no further at this point, Senator
Symington, than my prior remarks, because, as you know better than
most, the problem of reorganizing as large a department of Government
as this Agency, with a serious undertaking, is one that demands a
most penetrating study.

Senator Syminaron. The second question he asks is: What bearing
would such changes have upon the duties of the head of the CIA and
upon the operation of that Agency? '

Mr. McCong. I think the letter that I read pretty well answers
that question. '

Senator Symivgron. And the third question: What are the views
of the nominee as to the authority for some of the actions attributed
to the Central Intelligence Agency in the ficld of foreign affairs within
recent years?

Mr. McCone. Well, that gets into the whole question of the juri-
dical or constitutional right of the Agency, and I am not a constitu-
tional lawyer, and I do not feel competent to comment. [ .can say
that it is my understanding, however, that the President has wide
powers in the field of foreign relations and is empowered to do the
things that are necessary in our national interests, and those national
interests now are, in my opinion, best served by taking steps to defeat
the encroachment of communism.

I feel that the Agency operates under the dircction of the President
and will continue to do so, and, as one of the arms of his complex of
establishments, is involved in the conduct of foreign policy.

Chairman RusseLL. Senator, will you permit me to ask a brief
clarifying question? :

Senator SymiNeToN. Yes, Mr. Chairman. ;

Chairman Russern. If I understood the phrasing of that question,
it says: What are his views on all of these acts attributed to. the
Central Intelligence Agency?

I trust by this answer, Mr. McCone, you are not accepting the
responsibility of the CTA for everything that has been attributed to it.

Mzr. McCong. No, no.

Chairman RusseLL. I want to make that clear.

Mr. McCong. Not in any regard.

Senator SyMmiNgToN. As one who heard the testimony, Mr. Chair-
man, before the Foreign Relations Committee of some of the recent
activities of the CIA, T must say in all honesty the former supervisors
may have made mistakes, but they were fine witnesses, frank and
honest. .

The next question asked is: What is the nomince’s judgment as
to methods which can be justifiably used by the Central Intelligence
Agency?

That is quite a question in itself.

Mr. McCong. That is quite a question and one which T would
not feel free to respond to.

Senator SymingToN. The next question: What was the extent of
the nominee’s involvement, if any, in what has been described or
reported as “leaks” from the Atomic Energy Commission with refer-
ence to the moratorium on nuclear testing? '
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Mr. McCoxg.. In all the time that I was the Chairman of the
Atomic Energy Commission, I knew of no instance where I personally,
or any one of the Commissioners, were charged by anybody with
leaking anything either on this subject or any other subject of a
classified nagure.

Senator SyMingronN. If you had done so, in ecffect, you would be
violating your oath of office, would you not? :

Mr. McCone. Why, yes,

There were leaks in this area, but there were none that were
attributed to the Atomic Energy Commission.

Senator Syminaron. If you attempted to operate beyond the super-
vision and direction of the President and/or his delegated representa-
tive as Chairman of the National Security Council in the absence of
the President, you would also be violating your oath of office, would
you not?

Mr. McCong. That is right.

Senator SymiNagToN. Your answet?

Mr. McCoxng. That is correct.

Senator Syminaron. Now, the final question here, 1 think you
have already covered. What arc the facts with regard to the charge
of the nominee’s attempt to have the scientists fired at the California
Institute of Technology?

tl}{[r. McCone. I can add nothing to what I have said on that
subject.

Slonator SyminaroN. Mr. Chairman, I have known this nominee for
many years. In my opinion, there has never been a better public
servant in Washington.

He has twice come before this body, Both times he has testified
with complete candor on all subjects asked him. He was, thercupon,
confirmed unanimously both times by the U.S. Senate.

This position, from an intelligence standpoint, is closely related, to
a lesser extent, to the position he had in the £ ir Force years ago and,
to a groater extont, to the position he held as Chaizman of the Atomic
Eunergy Commission.

Many membors of that Commission have told me that his work on
it was superlative, including the distinguished member of this com-
mittee who serves on:the Jomnt Committee, Senator Jackson, and also
the chairman, Senator Clinton Anderson.

Both of them said that, in their opinion, his work was superlative
in a field which, obviously, is so important to intelligence. I cannot
imagine a better training school {or & man in this position, a man
of high character, onc who has bhad so much successful business
experience.  When his country asked, he went into the Pentagon
Building, national defense, and was the No. 1 man in atomiec cnergy
in this country over a period of years.

I congratulate the President for recommending the appointment of
Mr. McCone to this position, and look forward to the privilege of
voting for him for the second time on the Senate floor.

I thank the Chair.

Chairman Russein. Thank you, Senator.

The committee will now take a recess until 2:15, and I will appre-
ciate punctuality on the part of the members of the committoe.

(Whereupon, at 1:10 p.m., the hearing recessed, to rcconvene at
2:15 p.m., the same day.)
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AFTERNOON SESSION

Present: Senators Russell (chairman), Stennis, Symington, Jack-
son, Thurmond, Bartlett, Cannon, Saltonstall, Smith, Case, Bush,
and Beall.

Chairman RusseoL. The committee will come to order. .

Senator Smith of Maine is the next Senator in order to question the
witness. You may proceed, Senator Smith,

STATEMENT OF JOHN A. McCONE-—Resumed

Senator Smita. Mr. McCone, T shall not be convinced in favor of
your nomination until you have made a full reply to Senator Me-
Carthy’s statement this morning answering as much as possible of
that statement without violating security, which may be made pub-
lic and given to the American people.

Mr. McCong. I will be very glad to do that. It would take a
little time. It is a long statement and an involved one. I would be
very happy to do that.

Senator Smrt. Before I could vote on the nomination I would
want to feel that the American public had a reply to his statement
this morning.

Mr. McCong. There are some points that it will be difficult to
answer fully in anything other than an executive session.

Senator SmiTH. That is all right. I would be glad to have you:say
what is security and what is not, and permit all the rest of it to be
released to the public.

Mtr. McCone, my impression of the Central Intelligence Agency,
based upon my knowledge and experience with it, as a member of the
Senate Armed Services Committee, Senate Appropriations Subcom-
mittee on Defense, the Senate Appropriations Subcommittee on
Forcign Relations, the Senate Preparcdness Investigating Subcom-
mittee, and the Senate Acronautical and Space Sciences Committee,
has not been a very favorable one.

The Cuban debacle and fiasco climaxed my very serious reservations
about the CIA and the way it was being run. Coupled with: this
record is the fact that the CIA enjoys a virtual immunity [rom
reporting to Congress on its activities and on its expenditures. It has
very little, if any, real check placed upon it.

Like no other agency in our Federal Government, it has been given
a congressional blank check for its operations and its administration
and, unfortunately, under such circumstances, Congress literally
operates in the dark as to the CIA, without any chance to measure
its effectiveness, its justifications, and whether it should be revised
and improved ; that is, we operate in the dark until it is too late, and
we do not learn of the faultiness and the damage until after the damage
has been done.  Such was the casc of Cuba.

Because of this, and because of the great unlimited and unchecked
powers so far as Congress is concerned that are held by ‘such a vital
agoncy, that is such a vital part of the life and death of our country,
I believe that we should take the greatest care in the selection and the
confirmation of the Director of the Central Intelligence Agency,
and it is with these thoughts in mind that T wish to ask you several
questions. ‘
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If T seem to repeat some that have been asked, may I say to you -
that I am doing so purposely as I want to clear my mind on some of
the items.

It is my recollection, Mr, McCone, that all of your predecessors
had some prior training or experience in the field of intelligence prior
to their appointment as Director of the Central Intelligence Agency.
Will you teﬁ the committee what training or experience you had in the
field of intelligence prior to your appointment to that position?

Mr. McCong. None.

Senator SmitH. In view of your lack of training and experience in
the field of intelligence, you are unique, are you not, in comparison
with all of your predecessors? :

Mr. McCone. I,do not know that because I do.not know the ex-
perience of my predecessors. ’ , - S

Senator Smita. What then makes you fecl that you are suitably
and adequately qualified to be the Director of the Central Intelligence
Agency when you have had no experience or training in the field of
intelligence?

Mr. McConr. I think, Scnator, that that was a question decided
by others than I. ‘

Senator Smita. Who recommended you for the appointment?

Mr. McCoxne. I do not know.

Senator SmiTi. Who besides the President talked with you about
taking the position?

Mr. McCone. No one.

Senator Smrra. Was there not some question in your own mind
about your qualifications?

Mr. McConNE. A very serious one.

Senator Smita. Did you not raise such a question with the Presi-
dent and others with whom you talked?

Mr. McCone. Iraised it in my own conscience, naturally; with my
wife.  Yes.

Senator SmitH. But not with the President?

Mr. McCong. No; I did not raise it with the President.

Senator Smitm. It has been alleged to me, Mr. McCone, that the
CIA has been or is supporting the political activities of certain ethnic
groups in this country, such as the Polish and Hungarian group; is
this true, and if so, what comment do you have to make?

Mr. McCone. I can make no comment on it. :

Senator Smirm. Pardon?

Mr. McCone. I could make no comment on that.

Senator Smrra. Is it true?

Mr. McCoxne. I couldn’t comment on it.

Senator Smrra. Would you please state to the committee what you
fecl is the proper mission of the CIA: what arc its proper activities;
what reports should it make to Congress; what responsibility has it
to Congress; and what arc the proper limits of CIA?

Mr. McCong. That is a very difficult and very large question.
I think that the responsibilities of CIA, its scope of activities, its
purposes, are quite definitely spelled out in the act that created the
Agency and the subsequent amendments to that act.

Senator SmiTa. I am thinking more in terms of limitations: what
it should not do, Mr. McCone. Do you have anything to that?

Mr. McCone. I think the primary purpose of the CIA, of the
Agency, is to collect and to assemble and to correlate and evaluate
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and disseminate intelligence which comes from all sources, ~ In
addition, I think that in the discharge of its other responsibilities
that are referred to in the law. _ Co

Senator Syira. As you may recall, President Kennedy, in a message
to Congress on April 27, 1961, made the following statement on
conflicts of interest, and I quote: ‘

No responsibility of government is more fundamental than the responsibility
of maintaining the highest standards of ethical behavior by those who conduct
the publie’s business. There can be no descent from the prineiple that all efficials
must act with unwavering integrity, absolute impartiality, and complete devo tion
to the public interest. This prineiple must be followed, not only in reality, but
in appoarance, for the basis of eflective government is public eonfiden¢e, and
that confidence is endangered when ethical standards falter or appear to falters

Three months prior to this statement by President Kennedy, a
subcommittee of this committee was appointed on conflict of interests.
I am a minority member of the Conflict of Tnterest Subcommittee
which was appointed on January 28, 1961, and T might say here that,
frankly, I think we have been delinquent on our assignment to make
recommendations regarding committee policy on divestment of securi-
tios and holdings and other business interests by civilian nominees.

T have read in the newspapers allegations made by Columnist Drew
Pearson charging couflicts of interest in your nomination. These
allegations are serious, and I want to be fair to you in connection with
them, for I have experienced frequent misrepresentations made against
me by Mr. Pearson’s associate, Jack Anderson. .

S0 it is with these thoughts in mind that I wish to ask you questions
on these allegations. If my recollection is correct, Secretaries of
Dofense have divested, or some of them have divested, themselves of
certain stocks apon taking office.

However, it is my understanding that when you were up for con-
firmation on appointment to the Atomic Energy Commission, you
placed your steamship line stock in trust, but did retain all your stock,
and that you further testified that your Joshua Hendy Co. would
continue to do business with various contractors, with the Atomic
“Energy Commission; namely, Union 0il, Dow Chemical, Standard
0il of New Jersey, Standard Oil of California, and Kaiser Aluminum.
Is that, in general, correct?

Mr. McCone. Yes; that is correct.

Senator SmrtH. Without attempting to trace in detail the various
corporate organizations, the San Marino, the Global Bulk, the States
Marine Lines, and the Joshua Hendy Co., is it not true that you,
through your companies or your stock, have had significant holdings
or joint business interests and activities or working partnership with
the States Marine Lines?

Mr, McConu. Yes.

Senator Smrta. On or about the time you were up for confirmation
as Chairman of the Atomic Energy Commission, you were aware,
were you not, that the question of selecting a shipping line to operate
the atomic energy vessel Savannah was very much under considera-
tion in shipping cireles here, in the Maritime Commission and in the
Atomic Energy Commission? ;

Mr. McCoung. The matter had been decided prior to my appoint-
ment to the Atomic Energy Commission,

Senator Sara. You did know about it?
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Mz, McCone. 1 was told after, shortly after, my appointment.
The decision had been made by the Department of Commerce on the
6th of June, I believe, that the award had gone forward to the States
Marine Lines to operate Savannah. This 1s a decision made by the
Department of Commerce and I think I mentioned this morning that
this was some 6 weeks prior to my taking office at the Atomic Energy
Commission.

Senator Smrri. It is my recollection that a special board composed
of Muritime and Atomic Energy officials made recommendations as
to which company was best qualified to operate the Savannah and that
of the seven listed, the States Marine Lines, with which you had a
working partnership, was rated next to the last, but shortly thercafter
something caused a reevaluation which brought States Marine Lines
up into second place, and then ultimately it was chosen even over the
first ranking American Presidents Line. Did you ever discuss the
operation of Savannah with any Government officials at any time?

Mr. McCone. No; I did not, and as far as that statement that you
just read, the only information [ have on it came {from the same source
as you, because [ saw it in the same news article. I knew nothing
about this.

Senator Smite. On page 19 of the July 2, 1958, hearings on your
nomination to the Atomic Eunergy Commission, the rccord shows
that you were asked:

Are there other large industrial organizations with which you have had rather
intimate business relationships that do business with the Atomic Energy
Commission? :

And that in your answer vou omitted mention of States Marine
Lines with which you had a working partnership and which received
the award to operate the atomic energy vessel Savannah.

Why didn’t you mention the States Marine Lincs in your answer?

M. McCone."Well, 1 ‘cannot recall exeept that there was no
contract between States Marine and the Atomic Energy Commis-
sion. The contract was between States Marine and the Maritime
Administration.

Senator Smrtu. It is my understanding, Mr. MeCone, that you
arc the seccond largest stockholder in Standard Oil of California,
holding approximately $1 illion worth of stock, and that in 1960
Standard Oil of California did more than $2 million worth of business
with vour wholly owned Joshua Hendy Co. and associates interested
in charter hire, and that you have stockholdings in Standard Oil of
New Jersey. '

It is clear that the CIA must make some evaluations, recommenda-
tions, and reports to the President regarding the Middle East where
these two oil companics are in competition with other oil companics,
and where oil companics have been seized in the past—and also about
oil-rich Venezuela.

Do you sce any possibility of e¢nflict of interest on these matters
as CIA Director when you hav. such large holdings in thesc oil com-

anies?
P Mr. McCone., Well, in the first place, the amount of holding, my
holding, in Standard Oil of California that you mentioned is approxi-
mately correct. It might be a little larger than the figure you men-
tioned. Tt is far from being the second largest stockholder. There
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“are-many.stockholders.that own very much—very much more stock
in Standard Oil of California than that figure. )

T hold no stock in the Standard Oil of New Jersey.

Quite aside, my opinion is that the holding of stock in an oil com-
pany or in several oil companies would have no effect whatsoever on
my activities as Director of Central Intelligence, and my responsi-
bilities for the gathering and correlation and dissemination of in-
telligence in any area of the world.

Senator SmitH. Mr. Chairman, there are some questions:in my
mind about the allegations that have appeared in the newspapers
about Mr. McCone’s relationship with the Kaiser Co. and the air-
craft production contract obtained by the Kaiser Co. at three or four
times the cost charged. by the then existing producer, the Fairchild
Co., but I will defer to Senator Beall as Fairchild is in his home State.

That is all T have.

Chairman RusseLL. Senator Jackson.

Senator JacksoN. Mr. Chairman, I am sorry I had to leave early,
so I missed some of the questioning. :

T would like to make the observation that, as a member of the
Joint Committee on Atomic Energy, I have had the opportunity to.
see and know of the work of Mr. McCone as Chairman of the Atomic
Energy Commission.

I must say that, looking at the record, as I try now to do impartially,
Mr. McCone demonstrated at all times in his relations with our com-
mittee a forthrightness and candor in keeping us currently informed
as required by the Atomic Energy Act. :

Mr. McCone is, as people realize, a very able businessman and a
very able business administrator. I should add further that Mr.
McCone has been rather prophetic in his stand on various issues
relating to national security. I know this, of course, of my own

crsonal knowledge in connection with the work of the committee.
%e has demonstrated an inner toughness that is essential to doing
that job and this job. He took stands in connection with his work
as Chairman of the Atomic Energy Commission that were not always
in accord with the views of the people in his own administration. 1
must say that I found a high degree of intellectual honesty in connec-
tion with the work that he was engaged in as Chairman of the Atomic
Energy Commission. _

I know that the problem of conflict of interest is a difficult one. We
have some statutes on the books that have been there for a hundred
years. In dealing with the problems that we face today they some-
times make it very difficult for the Government to get the people in
Government that we sorely need and will need for many years to
come.

I have alwsys been of the opinion that the real test in the long run
is whether a person is honest and whether he is forthright. 1If a
‘man is o crook he can divest himself of all of his stock, and he still is a
crook. .

Based on what T had an opportunity to observe during the time
Mr. McCone served as Atomic Energy Commission Chairman, he
scemed to me to meet the standards that, I think, apply to this most
sensitive position.

The question was asked by Senator Smith, and I simply want to
ask it again, can you think of anything in connection with your pres-
ent interests that would in anywise make it difficult for you to collect
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the information impartially and to make a judgment based on that
information?

Mr. McConze. None whatsoever, Senator Jackson. I feel that my
interests are such that they present me with no conflict of interest or
that they would have no weight at all with me in any judgments I
would make.

Senator Savronsrarn, A little louder

Mr. McCoxg. They would have no weight on me or influence on
1o in any judgments that I would make. 7

Senator Jackson. Now, in connection with the States Marine
matter that has been in the newspapers, too, as I understand it, you
had nothing to do with the procurement of that contract prior to your
becoming Chairman of the Atomic Energy Commission?
© Mi. McConEg. No, none whaisocver. [ had no interest, have never
had an interest, in States Marine Lines, who was the company that
was awarded the contract to operate the Savannah.

I did have some, and still do have, some intercsts with the owners
of States Marine Lines who operate through ‘a series of companies,
like most shipping companies do. So you might say in that way 1
have a relationship with the owners of the States Marine Lines, but
no direct interest. :

But behind all of that is the fact that—two points which must be
borne in ‘mind, since this mattér has appéared in the pross, quite un=
fairly, I might add-—one was that this contract was awarded before
I was made a member of the Commission, and furthermore, the Com-
mission had nothing to do with it except at the staff level they offered
no dissent to the award of the contract to States Marine, and this,
I am told, was done on the 6th of June.

Senator Jackson. So you had no connection with this directly or
indirectly?

Mr. McCong. T had no conneetion with it at all,

Senator Jackson. That is all.

Chairman Russrrt. Senator Thurmond has another meeting in a
very short time, at which he not only represents himself but the chair-
man of this committee. I appreciate Senator Case’s being gracious
enough to give him an opportunity to ask his questions now. Senator
Thurmond.

Senator Tnurmonp, Thank you, Mr. Chairman. T wish to express
my approciation to the Senator from South Dakote, too, for his
courtesy.

Mr. Chairman, I have but a few questions, but T want to make
some comments on this nomination.

I have not had the opportunity of knowing Mr. MeCone well,
only through reputation, but in looking over this biography, to me
it epitomizes what has made America great. .

We have here & man who went to the public schools, and then he
attended college and received a degrec.

I was interested to learn that he begun as a riveter in the boilershop
of an ironworks. Then he became a surveyor with construction
gangs, then a foreman of its steel erector crews.

Then when the firm he was with was merged with others, he joined
the new firm, and served in various executive positions.

Then he left that business to join another concern, and this firm
was later renamed the Bechtel-McCone Corp. It specialized in the

Approved For Release 2004/03/25 : CIA-RDP64B00346R000400040049-5



Approved For Release 2004/03/25 : CIA-RDP64B00346R000400040049-5
58 NOMINATIONS OF McCONE, KORTH, AND HARLAN

design, construction .ol petroleutn refincries, proeessing plants, power-
plants for installation throughout the United States, South America,
and in the Persian Gull-area. : '

Then another stop, at the outbreak of the war in Kurope, with
various business associates, he joined the Six Companies Group in
forming the Seattle-Tacoma Ship Building Corp., and they built
merchant ships first for the U.S. Maritime Commission, and later for
the British Government, - _

Then another step, he assisted in the establishment of the California
Ship Building Corp., served as its president and gencral manager of
its Terminal Island shipyard out at Los Angcles.

It became one of the Nation’s principal wartime shipyards for the
construction of cargo vessels, tankers, and troop transports. '

Then after World War TI under Mr. McCone’s leadership, his
company took over the Joshua Hendy Iron Works in California,
producers of heavy machinery and equipment such as ship propulsion
units, reduction gears, and reclamation cquipment, and under his
presidency this company redirccted its efforts to oversea shipping,
particularly tho ore-carrying trade in South America, and through
its Pacific tankers division, the operation of a fleet of oil tankers in
the Pacific. ‘

Then in 1945 another step, he and his associates formed the Pacific
Far East Line for cargo trade with Japan, the Philippines, and China.

Now, this gentleman has scrved the boards of these various enter-
prises : Curtiss-Wright Corp.; Crocker-Wheeler Electrical Manufactur-
g Co.; California Bank of Los Angeles; Pacific Mutual Life In-
surance Co.; Industrial Indemnity Co.; Standard Oil Co. of Cali-
fornia; Western Banking Clorp.; Founders Fire & Marine [nsurance
Co.; and Trans World Airlines.

Mr. Chairman, I don’t think I have ever scen a biography of a
person who has shown a more steady growth in his life than this
gentleman.  Starting as a riveter in a boiler shop, and he has risen
to be president of tremendous corporations engaged in national
defense work, which helped us to win World War II; then he has
become a director for some of the leading corporations and companies
of these United States. I just wanted to comment on that.

Then, this gentleman has not only made a success and met payrolls
and had practical experience which, I think, is so valuable to anyone
who serves in a position of Government and in a position that he is
going to serve in now, his executive expericnee, his work all the way
up the line, will be of tremendous benefit to him. His work as an
employec, his work as an emplover, his work as president of his
company, will all be of great benefit to him.

But he has taken time out to serve our Government. His ability,
his character, have been rocognized not by just onc administration,
a partisan adrinistration, but by several administrations.

In the fall of 1947 he was appointed by President Truman as a
member of the President’s Air Policy Commission. Then from March
to November 1948 he served as Special Deputy to the Secretary of
Delense Forrestal, and in May 1950 he was appointed Under Secretary
of the Air Force, and I might say that when he left the Government,
then he was presented with a very high medal lor exceptional civilian
service. He was given the Exceptional Civilian Service Award which
cited him for his part in the doubling of American military aircraft
production during that critical year of the Korcan war.
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- Then when President Eisenhower came in, Mr. McCone served
in his administration. In 1954 he was a member of Sceretary of
State Dulles’ Public Committec on Personnel; on the 6th of June 1958,
President Eisenhower nominated him for a 5-year term as a member
of the U.S. Atomic IEnergy Commission, one of the most vital and
mportant commissions in our Government, one of the most sensitive,
one requiring, I think, the utmost of confidence in an individual.

The Senate has already acted on his qualities and his character and
his ability to fill a position when they confirmed him on the 14th of
July 1958 or I should say on the 9th of July. On the 14th of July I
believe he became Chairman of the Commission.

This gentleman has not only made a success of his own business and
demonstrated his outstanding ability and his character in private life
and in Government but he has given considerable time to civie,
philanthropic, and educational activitics. He has been a director of
the Stanford Research Institute, a trustee of the California Institute
of Technology, a regent of the Loyola University. In 1955 Pope
Pius XTI made Mr. McCone a Knight of St. Gregory.

In 1956 he awarded him the (§mnd Cross of the Order of St.
Sylvester.

In March 1956 he served as President Eisenhower’s personal repre-
sentative to the Vatican at the Pope’s 80th birthday cclebration, and
he, with Secretary of State Dulles and Mrs. Clare Boothe Luce, repre-
senibed the President at the funeral of Pope Pius XIT.

He has been honored by many institutions with honorary degrees,
including the University of California, Notre Dame, Fordham,
Clarkson College of Technology, and Catholic University of America.

Mr. Chairman, as T said a fow moments ago, to me a record like
that is just almost unsurpassed, and T cannot imagine any Member
of the Senate thinking of casting his vote against o great American
like this, » man who has demonstrated character, ability, energy,
industry, enthusiasm, stirred up public service, and all of the fine
things for which this country stands in the way of serving and civic
and educational and philanthropic and other activities for the good
of the country.

I do not have any questions. I just want to make those comments
because, it seems to me, that we are very fortunate to have a man
like this to accept this position.

I predict that with Mr. McCone as the Director the CTA will be
made the most effective instrument of Government that it has ever
been since it was founded.

I predict that under his administration great service will be rendered
to our country. I congratulate the President of the United States,
President Kennedy, for appointing this gentleman, and T am delighted
that he has agreed to serve.

I want to say further that there was some point made here about
some complaint raised about his outspoken opposition to a nunpoliced
moratorium on nuclear weapons testing and that he has publicly
issued strong warnings of the danger to the United States if we did
not resumo testing.

I cannot imagine a sounder position one could take than he took on
that issue, and he was in a position to know the danger to this country,
and he was in a position to warn the people of this country.

I think he would have been negligent in his duty if he had not
warned the people of the United States of the consequences of not
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resuming testing. So far as I am concerned, Mr. McCone, I am very
%rateful that we have a man like you to serve in our Government.
hank you.

Chairman Russerr. Senator Case.

Senator Casg. Thank you, Mr. Chairman.

Mr. McCone, what I gave heard about you and read about you
all suggests to me that I covet for the Government and for the direc-
torship of a CTA aman of your ability and aman of your wide knowledge.

I do have some questions I want to ask you, because I want to
give you an opportunity to establish in whatever way you think it
appropriate, in response to these questions, your objectivity 1n han-
dling the matters that come up with CIA.

I realize that at one point in your statement this morning you
said that you did not regard the Central Intelligence Agency as
policymaking; is that correct?

Mr. McConz. That is correct, Senator. ‘

Senator Case. But shortly after that you said that you proposed
to name the Deputy to a position on the Board where he would be-
come the advocate of the Ageney’s position.

What do you mean by having an advocate of the Agency’s position
if he is not to advocate the policy decision?

Mr. McConx. I did not get the last part.

Senator Case. What do you have in mind that the Deputy would
do as “an advocate of the Agency’s position,” unless the Agency
had a decision that bore on policymaking?

Mr. McCone. Well, this had to do with the representation on
the U.S. Intelligence Board. The U.S. Intelligence Board is a board
composed of representatives of all components of the intelligence
community, and they assemble once a week, and there they roview
all matters relating to intelligence and, quite naturally, there are
differences in viewpoint, differences of cmphasis on intelligence
findings and reports on the part of tho ropresentatives of the various
components, various members of the community.

Now, it is in the adjustment and the reconciliation of these different
views that T wished, as Chairman of the Board, to be able to sit in
a purely objective role, and to have as my Deputy, the Ageney’s
representative on the Board so that he could explain to the Board
and advance the arguments concerning the Agency’s particular view-
point on any issue if it differed from the viewpoint of other members
of the communuity.

Senator CasE. When you referred to the Agency’s viewpoint, do
you mean its policy position or its evaluation of the intelligence?

Mr. McConE. I mean its evaluation.

Senator Case. Evaluation of the intelligence?

Mr, McCong. That is right, and policies concerning intelligence
undertakings and activities and the organization of the intelligence
community.

" Senator Case. Tt scems to me that there in the last qualification
you stated, you modified your ecarlior statement that the CIA was
not policymaking. I was rather hoping that you would stay with
the suggested interpretation that the Agency’s position was one of
evaluation of intelligence rather than the recommendation of a policy.

Mr. McCong. I think, Senator, under what we are talking about
is policy within the intelligence community versus policy of the Gov-
ernment itself. Quite naturally within a community as large as the
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intelligence community, there -arc many.policy matters relating. to the
operation of this comnmunity. DBut that has nothing to do with the
basic policies in forcign affairs that are of concern to the President
and Secretary of State and others.

Senator Case. Well, for example, the timing of the U-2 flight,
would that be in the policy area?

Mr, McCone. Any such matter of that type, if it were ever to
arise, would be a policy determined by higher authority.

Senator Case. What about a decision, if it were made, in connec-
tion with the Battle of the Bay of Pigs to have or not to have air
cover, followup, an effort.of that sort; would that be policy?

Mr. McCoxner. I think that is dealing in an area, Senator, on which
I am not competent to answer because I was not here at the time,
and it is a greatly debated question, and one in which there were
varying viewpoints, and I do not think I am competent to answer
that question or to answer your question against that example.

Senator Case. Well, do you propose to set guidelines for members
of your staff in matters of that kind? I do not know it as a matter
of fact, but it certainly was suggested in many reviews in the press,
that the decisions relating to our participation or our encouragement
of the ill-fated invasion of Cuba were a step taken under the encourage-
ment of the CIA.

Mr. McCone. I cannot answer that question because I do not know
the facts.

Senator Cass. My first area of intercst, Mr. McCone, in connec-
tion with your activitics, goes back a considerable time to when I was
a Member of the House of Representatives, and had considerable to
do with the establishment of what has come to be called the renegotia-
tion statute. That was an amendment which I offered to the sixth
supplemental defense appropriation bill in the House of Representa-
tives on April 6, 1942. _

We sought at that time, in establishing renegotiation, to provide a
method whereby ‘the Governmont could expedite -its. preparedness
effort without waiting until a firm contract could be arranged, and also
where a contract could be given to busincesses, either where it had no
cost experience in the item that was to be produced or where they
might even start with Government tools or Government facilities and
producing something.

We sought to provide a means whercby the final determination of
costs could be made after an audit of the actual costs, and then the
final payment based upon a determination of what would be a fair
return.

In the hearings which were conducted by Schuyler Bland, who was
chairman of the Committee on Merchant Marine and Fisheries at that
time, an exhibit was submitted to Chairman Bland from the U.S.
Maritime Commission which indicated that with a capital invest-
ment of $600,000 the California Shipbuilding Corp. made an estimated
profit of $44 million; that it had used facilitics supplied by the Govern-
ment with a valuation in excess of $25 million.

Further, the testimony before the Bland committee at that time
indicated that the Comptroller General’s representative, Mr. Ralph
Casey, said that some of the selected price contracts were exempted
from rencgotiation by the Commission, the Maritime Commission,
and its Chairman under authority conferred by the Rencgotiation Act
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on the basis that profits can be determined with reasonable certainty
when the contract price is fixed. _

. Now, I am sure that 1 speak advisedly when I say that at the time
the Renegotiation Act was passed that it was never intended that a
determination by a procurement agency could waive the operation of
rencgotiation. Any waiver of renegotiation or any acceptance of a
fixed-price contract in licu of it, would have had to have been on the
recommendation or an action hy the Price Adjustment Board. But
apparently in the California ship operations, some. were exempted
and apparently it became possible for a group with which you were
associated, with a basic investment of $100,000 to make profils of
over $44 million in the space of a couple of years more or less. .

Is that a fair statement?

Mr. McCone. No, T do not think it is, Mr. Senator. If T could
just recall, and now I am speaking trom events of now 16 years ago,
and I have only glanced through this report of the hearings, my
attention being directed toward them bocause of what I consider an
erroncous article which appeared in the newspaper——

Senator Casu. If the article is erroneous, this is a good opportunity
for you to put in the record the facts as you recall them. ;

Mr. McConz. I think all of the statements that you made appear
in one way or another in the transcript. However, if you would
refer to my testimony, which was under oath, you will see that the
facts were somewhat different than those statcrnents. That I and
my associates provided not $100,000 or $600,000, but about $3.3 mil-
lion, as I recall, in stock or subordinated loans which were considered
by the Maritime Commission to be the equivalont of stock because
they were subordinated to all obligations of the venture, and in addi-
tion we provided bank credits for which we were responsible, amount-
ing to some $4 million, T believe. ‘

So there was quite a substantial exposure on the part of the stock-
holders.

With respect to the $44 million, I have never been able to quite
reconcile that, although the fees were very substantial, and the reason
that they were substantial is that they were set on a uniform basis
by the Maritime Commission for all yards, large and small, and the
California Ship, being one of the largest yards, delivered the most
ships, and received the most in gross fees, although not a figure—a
ficure considerably less than that. But that figure does not take into
account the fact that there must be deducted, first several million
dollars in nonreimbursed costs of the type that accumulate in a ven-
ture of that kind, and which are not admissible for reimbursement,
and I think that figure was something in the order of $4 million

Ther, of course, all of the contracts except those that you referred
to werc subject to rencgotiation, and were renegotiated, and that is
not taken into account in the figure that was mentioned, and that re-
duced the gross income by some amount the details of which I do not
recall. ‘

The contracts that were exempt, as you mentioned, was by a de-~
cision of the Maritime Administration, not by the Californmia Ship
Building Corp., and if there was any violation of the intent of the
Congress, it was on the part of the Government agency involved,
rather than the contractor.

Finally, of course, there was a 95 percent income tax, and when that
was all taken into account, the profits over the 4} year period, rather
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than 2 years or less, were, while important, were not large in the
order of magnitude of figures that you mentioned.

I am very glad that you brought this matter up because I am happy
for an opportunity to speak on it. :

I do want to also point out that this Government was faced with an
enormous requirement for ships far beyond the capacity of the existing
shipyards, and what was done was to employ engincering firms such
a8 mine to go out on a management basis and design and build ship-
yards, to assemble and train the organization, and produce the ships,
and when it was all over in 1945, the particular yard that T was inter-
ested in was dismantled and the property returned to the city of
Los Angeles.

Senator Case. Mr. Chairmman, I am going to make some references
to this hearing of Judge Bland’s and I should like—I do not want to
take any advantage of the fact that T have the hearings in {ront of
me and Mr. McCone may not. I he wants to supplement any of
his answers in the record, I personally would have no objection to
his doing it. T do not know what the views of the committee would
be about it, but with respect to some of the statements that he has
made——

Chairman Russzir. Let us get this cleared up while we are at it.
If Mr. McCone, after refreshing his recollection and sceing this
document that you have there, wishes to add anything to what he
has said, why, it can appear ag an addendum, but I do not want it
to appear as testimony given at the committee. You have that
privilege.

Senator Case. This is from *he hearings before the Committee
on the Merchant Marine and Fisheries, House of Representatives,
79th Congress, 2d session, pursuant to the authority of House Resolu-
tion 38. The dates are September 23, 24, 25 and 26, 1946,

On page 100f these hearings in the testimony of Ralph E. Casey, rep-
resentative of the General Accounting Office appears this statement:

In many cases there was nothing the General Aceounting Office could do in such
a situation in view of the broad authority under which the Commission was oper-
ating during the war period. Ilowcever, the Comptroller General did hold that in
his opinion there was no authority of law for converting a cost plus a fixed-fce con-
tract to a lump-sum contract after all the work had heen performed and where
nothing remained but payment of the amount due. TUnder date of April 18,
1945 he (the Comptroller General) advised the Chairman of the Maritime Com-
mission as follows:

““Accordingly, you are advised that any conversion of cost type contracts into
fixed price contracts upon completion of the work and before final payment has
been made will not be recognized by this office insofar as such conversions purport
to limit the evidence which the econtractor will be required to furnish in support of
vouchers covering payment under such contracts, and that unless the vouchers
covering reimbursement to contractors arc supported by cvidence such as will
enable this office to make a satisfuctory audit thercof, credit for any such pay-
ments will be withheld in the accounts of the accountable offices conecrned.”

It scems, without going into too much detail, that what happened
here to avoid the application of the rencgotiation statute was that
prior to the final settlement, to convert cost-plus contracts into
fixed-price contracts and to have the opinion of the head of the Mari-
time Commissgion that because they tendered in that kind of a contract
it was not subject to renegotiation, and Mr. Cascy, in his presentation
to the committee, went on to say:

1 daresay that at no time in the history of American business, whether in war
time or in peacetime, have so few men made so much money with so little risk

Approved For Release 2004/03/25 : CIA-RDP64B00346R000400040049-5



Apprayed For Relaased804M3a5c0GIA-RENEABAAS48R0068400040049-5

and all at the expense of the taxpayers not only of this generation but of generations:
to come.

In connection with the hearings, there was submitted as exhibit 1
a letter from Mr. W. W. Smith, Chairman, to Hon. S. O. Bland,
House of Representatives, who was then chairman of the committee,
an exhibit A which gave the fees of shipyard contractors in relation to-
their capital investment.

Under ship construction contracts with the U.S. Maritime Com-
mission as of June 30, 1946, and that lists the California Ship Building
Corp. as using facilities that cost $25,213,177; capital investment of
shipyard operator, $600,000; estimated profits, $44,423,014.

Now, during the testimony of Mr. McCone, on page 212 of the hear-
ings, there appears this in the record:

Mr. Braprey. Mr. McCone, the question I want to ask has to do with your
capitalization. This sheet which we had submitted to us by the Maritime
Commission showed a capitalization of $600,000 as capital investment of ship-
vard operator, and I understood this morning that by various figures which you
had recited due to stockholders’ loans and so forth, you eventually boosted that.
up_to $3,300,000. I wonder if you would go over it again and explain it:to me..

Mr. McCoxe. Yes, I will'do that. In the first place, there was a stipulation
to the original contract.

Mr. BrapreY. To which contract do you refer?

Mr. McCong. The original contracts between the California Ship Building
Corp. and the Maritime Commission; that the corporation should be provided
with $800,000 of capital subscribed either as stock or as stockholders’ loans.
subordinated to all obligations of the corporation.

Mr. Braprey. That Is over and above the original $600,000?

Mr. McCoxg. No. I am not now commenting on the eontractual obligations.

Mr. BraprLrey. But T mean you organized originally with a capital stock of
$600,000; is that correct?

Mr. McCong. No, that is not correct, sir. We organized originally in this.
way: We subscribed $100,000 as capital stock, and we subseribed $700,000 of
subordinated stockholders’ loans which were subordinated to all obligations of
the eor%oration, including its obligations to the Maritime Commission.

Mr. BrapLeEY. Now, on the books of the State of California—are you incor--
porated under the laws of California?

Mr. McCone. No; the laws of Delaware.

Mr. BraprLey. What does your structure-show there as to the capitalization of’
the California Ship Building Co.? Does it show $100,000 or what? :

Mr. McCong. Originally it showed $100,000 subseribed, $100,000 of no par
stock subscribed. It shows $600,000 of no par stock now.

Mr. Brapiey. Well, now, where did the $600,000 come from? Is that a
$500,000 stock dividend?

Mr. McCong. After subscribing the $100,000 of stock and the $700,000 of
subordinated loans and about a year later, when the Todd Shipyards Corp.
retired, we declared a dividend of $1 million, 50 percent of which was paid in cash:
to the retiring stockholder, who owned 50 percent of the stoek, incidentally.

R Mr. ]%RaADLEY. In other words, he got $500,000 for his initial investment of
50,000

Mr. McCong. That is correct.

Mr. BrapLuY. A 10-to-1 dividend. That is apretty good dividend.

Mr. McCoxng. That is right. Then the other 50 percent was paid in the form
of a stock dividend, thereby increasing the stock from $100,000 to $600,000.

Mr. Braprey. Everybody got a 10-to-1 cut in the dividends when the lemon
was cut up?

Mr. McCong. Tt is not correct to say it was a 10 to 1, because of the sub-
ordinated loans of $700,000 being, in effect, equity eapital, because they were
subordinated to all oblizations of the corporation and have the same status as
stock.

My interpretation of that, as I read it, was that $1 million was
declared as a dividend, for which there had been originally $100,000
invested, possibly $700,000 in subordinated loans, but that the
$1 million in dividends was distributed so that half of it went to increase
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the st?ck from $100,000 to $600,000, and the other $500,000 was paid
in cash.

In any event, that was the way in which apparently California
Ship Corp. established the profits which led to the building of a con-
siderable empire in the maritime industry.

During your interrogation by Senator Smith I understood you to
say that you had no direct interest in States Marine?

Mr. McCong. That is correct.

Senator Case. You had an indirect interest?

Mr. McCone. No. 1 explained the intcrest. 1 had no indirect,
direct or indirect, interest in States Marine. I had an interest in
other ventures which were with some of the owners of States Marine.

Senator Syminaron. Will the Senator yield?

Senator Case. Is it pertinent to this? '

Senator SYMINGTON. Yes,

Senator Casge. All right.

Senator SyminerToN., What is the problem, is it excess profits?
Is it lack of integrity? What is the Senator attempting to bring out?

Senator Casg. I hope, if the Senator will follow the questioning,
he will get clearly just exactly what T am driving at.

I started out by saying that I coveted for the Government one who
had the ability that Mr. McCone has. I wanted to establish if we
could expect an objectivity in his administration of CIA which would
permit him to exercise on behalf of the Government as Director of
CIA the unquestioned ability that he has.

Senator Syminaron. Will the Senator yield for one more question?

Senator Case, Yes,

Senator SymincaToN, All he is trying to know at the time——

Senator Case. The Senator is not asking questions but getting
into an argument.

Senator SymingToN. I plan asking a question. Weren’t these
facts known at the time Mr. McCone was approved unanimously by
the Senate in 1950 and unanimously by the Senate in 1958, one under
a Democratic administration and one under a Republican adminis-
tration? Isn’t that a fair question?

Senator Case. I think it is a fair question, and the record will
show that. But Mr. McCone has already testified that he does not
have in trust or irrevocable trust, the business interests which he
testificd before the Atomic Energy Committee that he was placing
in trust at the time that he was confirmed for the Atomic Energy
Commission, and at page 50 of the hearings before the Senate section
of the Joint Committee on Atomic Energy, July 2, 1958, Mr, McCone
testified as follows: _

Gentlemen, in anticipation of my appearance here today, Senator Anderson
has requested a statement of all my financial holdings, business activities, and
affiliations for incorporation into the record of this committce. This statement
has been furnished and includes both the direct and indirect holdings of my own
or my wife, Mrs. Rosemary McCone. Section 22 of the Atomic Encrgy Act of
1946, as amended, requires that no member of the Commission shall engage in

any business, vocation or employment other than that of serving as a member of
the Commission.

And then Mr, McCone went on to say:

If appointed to the Atomic Encrgy Commission, I will devote mysclf exclusively
to the affairs of the Commission, and during my term of office will not engage in
any business, occupation or profession.
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Now, it was upon that testimony and on that basis that the Joint.
Atomic Energy Commission recommended confirmation of Mr,
Mcgone in 1958, and it was upon that basis that the Senators voted
for him,

We do not have a requirement for the Director of CIA that requires
that he shall not cngage in any business, vocation or employment
other than that of serving as a member of the agency, but to make
the same observation I made this morning, the chairman stated, very
appropriately, I thought, that the directorship of the CIA carried
with it responsibilities second only to that of the President of the
“United States, and it would seem to me that we should have as good
an assurance of the objectivity of a man, with his undoubted ability,
to apply to the duties of this office as the Joint Committec on Atomic
Energy and the Senate had in his appointment to the head of the
Atomic Energy Commission.

Now, Mr. McCone, do you have an interest in or who is the owner
of Global Bulk?

Mr. McCone. I do not know exactly. I know that Mr. Mercer
and others interested in States Marine are interested in Global Bulk,
but I do not know who all the owners are. I have no interest in this.
Global Bulk.

Senator Cask. You have no interest in it, direct or indirect?

Mr. McConz. I have no interest in it, direct or indirect.

Senator Case. Former Scnator Ball, who is now vice president of
the States Marine Shipping Lines testified before the Maritime Com-
mission that the Sequoia Corp. is owned 50 percent by Trans-World
Carriers, 50 percent by Kayser Aluminum, and according to informa-
tion on file ut the Maritime Commission, Trans-World Carriers, in
turn, is owned 50 percent by Global Bulk and 25 percent by Joshua
Hendy, with another 25 percent by the San Marino Corp. of Panama.

You have testified that you were the sole owner of Joshua Hendy
in the operations of Trans-World Carriers, of which Joshua Hendy
apparently owns onc-fourth, and Global Bulk one-half. Would you
say you had no indirect interest in the operation of Trans-World
Carriers? :

Mr. McCone. No; I have a direct interest in Trans-World Carriers,
no question about that. Because, as a matter of record, and this is a
change from the situation that cxisted in 1958, T have personally
acquired and own now the great majority of the stock in San Marino
Corp. and, thercfore, through the sole ownership of Joshua Hendy
Corp. and the ownership of 85 percent of San Marino Corp., I own
practically half of Trans-World Carriers at this point.

Senator Casw. Isn’t it a fact that Global Bulk is wholly owned by
States Marine?

Mr. McCong. I donot know that. 1 know that some of the States
Marine owners, Mr. Mercer, particularly, are interested in Global
Bulk, but whether there arc others that are interested or not, 1 do
not know.

Scnator Casz. Do you know of any working arrangements or
partnerships between the Joshua Hendy Steamship Line or its affil-
iate, Panama Pacific Tankers, and affiliates or subsidiaries of States
Marine?

Mr. McConE. Yes. 'There are joint arrangements—whether they
are with States Marine or whether they are with Global Bulk Carriers,
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T could not say, but it is a little hard to differentiate between the two
or three corporate structures on States Marine side.

Senator Case. Do you know whether or not there is a working
agreemoent between States Marine and Global Bulk and_ the San
Marino Co. for the chartering of certain ships through Naviors, a
subsidiary of United States Steel?

Mr. McCone. Yes, I believe there is a working relationship; the
relationship between Trans-World Carriers and Naviors and Trans-
World Carriers is, in turn, owned by the people you have indicated.

Senator Case. You have a partnership with States Marine directly
or through a subsidiary in the operation of any Norwegian flag tankers
built in Japan for Trans-World? .

Mr. McCong. Yes, we do that. We have a tanker that we own
jointly that was built in Japan and registered under a Norwegian
flag, and we have it under charter from a Norwegian corporation.

Senator Case." Do you recall the name of that ship?

Mr. McConz. I was trying to think of it. No, I do not recall it,
Senator.

Senator Case. Is that vessel engaged in transporting oil?

Mr. McCoxg. Transporting oil; yes, sir.

Senator Casu. For Standard Oil of California?

Mr. McCong. For Standard Oil of California; yes, sir.

Senator Case. Why is it necessary to have complicated arrange-
ments where you build vessels in Germany or Japan, and then leased
to Norwegian operators to {ly under Panamanian or Norwoegian flags
rather than U.S. flags?

Mr. McConxi, The vessels are owned by Norwegian companies and
they are operated under Norwegian flags, and that is the only way
that they could be competitive because of the high costs of American-
flag opecrations.

%ur American-flag operations arc restricted to the protected areas
of trade such as the coastwisc and intercoastal trade.

Senator Case. Do you know where the principal oil reserves of
Standard Oil of California arc?

Mr. McCong. In a general way, yes, I do, Senator. 1 know they
have extensive reserves in Arabia and in the offshore island in the
Persian Gull of Bahrein, and also extensive reserves in Sumatra, and
in Venezuela.

Senator Cass. Would the fact that you are a stockholder in Stand-
ard of Califorrnia or that some of the ships in your shipping enterprises
and affiliated intorests are engaged in carrying oil for Standard of
California, prejudice any decision you might be called upon to make
as to the emphasis of CTA operavions as between a situation in the
Gulf of Mexico or near Venezuela as compared with a situation in the
Middle East?

Mr. McConge. Nonc whatsoever, in my opinion.

Senator Casm. Now to this operation of Savannah. Isn’t it correct
that your nomination by President Eisenhower for the Chairmanship
of the Atomic Energy Commission came or was made on the 6th of
Junec 195687

Mr. McCone. It was announced on that day, yes.

Senator Case. I sappose it had been discussed some in advance of
that, that is, you probably had been apprised of consideration for that
before then?

Mr. McCong. With the President, yes.
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Senator Casn. Is it purely coincidence that that was the date on
which the Maritime Board revised its list of best-qualified companies
for the sclection of an operator for the Savannah?

Mr. McConm. Yes, I think it is pure coincidence, because I had
no knowledge of it at all.

Senator Casz. I wanted to give you an opportunity to get that on
the record, if that is the fact, and I will ask you an even more direct
question so that you can put it in the record as you want. Did you
at any time discuss the operation of the Savannah with President
Eisenhower or the then Secretary of Commerce or the Under Secretary
of Commerce, Lewis Rothschild?

Mr. McConE. No, at no time.

Senator Casg. This morning when we touched on this question of
filing a statement of interests, ownership, and official connection, if I
remember correctly you stated that you have no objection to estab-
lishing the same kind of an irrevocable trust for your holdings during
the time that you might be Director of CIA that you did at the time
you went on the Atomic Energy Commission or became its Chairman.

Now, if I misstated your position, I want you to correct it, but if
that is a correct recollection of what you said, by direct question now
I will ask you would you be willing to submit a list of those holdings
to the subcommittee, and I am not on the subcommittee, but to the
subcommittee of which the chairman has designated members for that
purpose in connection with secretaryships in the Department of Defense,
and with respect to these holdings establish the same trust that you
did in connection with your holdings at the time you went on the
Atomic Energy Commission?

Mr. McCone. Well, T would be perfectly willing to submit to the
chairman or to anyone he would designate a list of my holdings for
review, and I could do that as promptly as I could assemble them.

I see no—I have no objection to the establishing of an irrevocable
trust if thereis reason to do so. I felt the peculiar wording and restric-
tions of the Atomic Energy Act made it advisable to establish that
trust at that time. I do not think that situation is existent in
connection with this office.

Senator Cask. Of course, that is the act of 1946, I believe, which
established that, and it was not a 100-year-old statute in that con-
nection. It may be a 100-year-old statute with respect to defense
officials, but the Atomic Energy Act was 1946, I believe. ‘

Mr. McConz. I think so. ‘

Senator Case. Thank you very much, Mr. McCone.

Thank you, Mr. Chairman.

Chairman Russsrn. Mr. McCone, do you own any stock holdings
in any airplane manufacturing company?

Mr. McCong. No, sir.

Chairman RusseLn. Senator Bartlett.

Senator BarTLETT. Mr. McCone, do you happen to know where
States Marine has its headquarters?

Mr. McCong. In New York.

Senator BartrErT. Joshua Hendy is exclusively engaged, Mr.

‘McCone, in the shipping business?

Mr. McCong. That is correct.

Senator BArRTLETT. And principally in carrying ore to the South
American trade and operating a fleet ol oil tankers?
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Mr. McCong. No. It has, in addition, a coastwisc and intercoastal
trade in which—prineipally in the movement of chemieals.

Senator BartLerT. Under what name?

Mr. McCong. Joshua Hendy.

Senator BarTrerr. How many ships are engaged in the intercoastal
trade?

Mr. McCone. Three or four.

Senator BarrLerT. I believe you said, Mr. McCone, that U.S.-flag
tankers cannot compete other than in the intra- and inter-coastal
trade. Is this a literally correct statement? '

Mr. McCone. I think it is correct, yes. The differential in costs
between the American-flag operation and a foreign-flag operation is
very large.

Senator BartrerT, So U.S.-flag tankers only carry oil from one
American point to another?

Mr. McCong. Very, very [ew American-flag tankers are ore earriers
and operate in the offshore trade for competitive reasons.

Senator BartLETT. It is my recollection that you informed Senator
Smith that her information about the dollar value of your holdings of
Standard Oil of California may have been on the conservative side,
but that her statement to tho cffect that you are the second largest
individual stockholder in that company is crroneous because there are
several others who are larger stockholders?

Mr. McCo~E. Yes. 1 imagine there would be a great many. My
holdings are rather nominal as compared with some accumulations of
stock of that or other major oil companies.

Scenator BARTLETT. [ am glad for the addition.

Mir. McCone, do you know if Standard Qil of California is a mem-
ber of the Arabian-American Oil Co.?

Mr. McCong. Yes, it is.

Senator BArRTLETT. And, of course, all of us have heard that this
company, operating in the Middle East, has at various times inter-
vened or participated or interferred, whatever word should properly
be applied, in the operations of governments in those arcas and, so
far as T know, these are merely allegations, but they have been
printed and discussed. Would you have any comment to make upon
that situation?

Mr. McCowne. No, I would have no comment because I have not
personally read or heard of those allegations.. In my trips to the
Middle East, I have obscrved that the Aramco people handled their
relationship with the Governments of Arabia and Bahrein Island in a
very satisfactory way, so reported to me. I don’t know of any in-
terference. _ :

Senator Bavtrerr. There are five companies in the American-
Tranian Oil Co.?

Mr. McCong. I think there are four. I think Aramco is composed
of Standard of California and Texas Co., who originated the venturoe,
and have been joined by Standard of Jersey and Mobil Oil.

_ Senator BawrLeTT. And of these four companics, you hold stock
n——

Mr. McConz. In Standard of California only.

Senator BanTLETT. Only?

Mr. McConEg. Yes. : :

Senator BarTLerT. Mr. McCone, as was the case with Senator
Jackson, I, to my own disappointment, was required to leave the
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committee room about the time that Senator Symington started to
question you, and so a couple of questions here T would like to put
to you may be repetitive, and I hope you will bear with me.

1 should like to refer especially to the sixth and last question sub-
mitted by Senator McCarthy in the statement which he presented
this mdrning, that question being this:

What are the facts with regard to the charge of the nominee’s attempt to have
the scientists fired at the California Institute of Technology?

Mr. McCong. Senator, as I explained this morning, my communi-
cation with the scientists at the California Institute of Technology
over the incident with which you are familiar was directly with them,
not with the university or not with them through the university.

The letter which I wrote was addressed to Dr. Lauristen and his
reply was directed to me, and my file copy of the letter does not indi-
cate that copies of the letter were sent to cither the board of trustees
or the president of the university. So there was no official transmis-
sion to the board of trustees of my communication.

I preferred then to take the matter up directly with Dr. Lauristen
and his group. I made no official request to the board of trustees to
fire anybody, and none were fired, to my knowledge.

Senator BartreTT. May I pursue that one step further. Did you
make any unofficial request?

Mr. McCoxg. No, I made no unofficial request. I would be less
than frank with you if T did not say that there were a few people that
knew that I was quite annoyed and disturbed at the position that had
been taken by them.

But I made no official or unofficial request that they be discharged.

Senator BaArTLETT. You expressed and voiced your displeasure but
did not try to cause them to lose their jobs?

Mr. McCowz. That is right.

Senator BartLeTT. Now on page 8 of Senator McCarthy’s state-
ment reference is made to that letter you wrote to Dr. Lauristen,
October 15, 1956, in which you state that:

“The National Academy of Sciences has issued a report this year
completely discounting such danger.” And “such danger” has to do
with the radioactive fallout from H-bomb tests.

Do you know, Mr. McCone, if the National Academy of Sciences
has changed its views relating to this since then?

Mr. McCowe. I do not know of any official statement. They put
out a report in the spring of 1958 that dealt with the question of the
genetic and other effects from radioactive fallout resulting from
reference to testing, and, as I recall the report, it tended to minimize
the effects at the level of radiation, at the then existing level of
radiation or the level to be expected from the tests that had taken
place or might be expected if tests were continued at about that level.

Senator BARTLETT. That is only the tests?

Mr. McCoxe. It relates only to tests, yes, as I recall it.

Now bear in mind

Senator BartLETT. Five years ago, I understand.-

Mr. McConge. Of course, this subject has been reviewed and re-
reviewed many times, as Senator Jackson knows, and there are wide
differences of opinion among scientists, and sincere differences of
opinion, concerning the effects of radioactive fallout.
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Senator BARTLETT. But there is no difference of opinion, is there,
among scientists as to the dangers that would be inherent in radio-
active fallout in case onc of these bombs was to be dropped on any
nation? .

Mr. McCone. No, I think there is pretty general agreement that
thore will result an area of intense radioactivity which would be
lethal, and the extent of that area is dependent upon the atmospheric
conditions and the wind and all the rest.

But there is no difference of opinion among scientists as to the fact
that there would be serious radioactive consequences from an atomic
exchange.

Senator JacksoN. Would the Senator yield for a moment? I have
to 2o to the Atomic Energy Committee.

onator Stennis asked me, Mr. Chairman, who is unavoidably
detained at a meeting, to state that he is sorry he cannot be here for
the afternoon and thst he wanted the record to show that he supports
Mr. McCone’s nomination.

Excuse me.

Senator BarTLETT. Fine enough.

Now, Mr. McCone——

Chairman RussurL. Let me say, if you will pardon me, Senator
Bartlett, that if we conclude all of the examination—I am not going
to cut anybody off, nor will we muzzle Mr, McCone in any statement
he desires to make—if we can conclude the evidence this afternoon,
T hope that we may vote on these nominations today.

If we cannot, we will vote on them at some later time.

Senator JacksoN. Mr. Chairman, I just want to get away for a
little bit. We have Goneral Lemnitzer over in connection with
atomic weapons testing, and I foel I should go for just a little bit,
and I will be back.

Chairman RusseLr. Thank you, Senator.

You may proceed .

Scnator BartnrrT. When Senator Smith was engaging in colloquy
with you, Mr. McCone, she put these words to you, and I quote:

Tt has been alleged to e that the CIA has or is supporting the political activities
of certain ethnic groups in this country such as the Polish and Hungarian groups.
Is this true? What comment do you have on this allegation?

That was the conclusion of Senator Smith’s questions there, and
your reply was that you had no comment to makeo. Later on, I
believe that you said that the basic purpose of the CIA is to collect
intelligence data, and to carry out other responsibilities imposed upon
it, the Agency, under the act.

I would like to ask you this question.

Whether or not you would care to comment on it is up o you, of
course.

Would those other responsibilitics to which you referred
include an activity, would thosc responsibilities possibly include
an activity of the nature referred to by Senator Smith?

Mr. McCone. I think in the activities of the Agency, and without
confining it to this particular question of Senator Smith, T think T
would fecl compelled to act under the direction of the President in
assisting, to the extent the Agency is competent, in carrying out his
program of condueting affairs in the best interests of this country.
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I think I would pursue that so long as T felt that it did not involve
a violation, a clear violation of my oath of office, which is to uphold
the Constitution. If a conflict arose with respect to that oath of
office, naturally, T would have to refuse or resign,

Senator BarTLETT. I wWant to be sure, Mr. McCone—thank you
for that very helpful statement—additionally, T want to be sure that
I understand you absolutely there. As I gather from what you said,
in an activity of this kind, if it werc to be undertaken, this would be
a policy determined not by the CIA, but by higher authority?

Mr. McCone. Naturally, it would have to be determined by others.

Senator BarrLerT. That is all, Mr. Chairman.

Chairman Russern. As a matter of national policy, and speaking
as a citizen and not as a nominee for this position, Mr. McCone, do
you see anything immoral or wrong about any agency of this Gov-
ernment undertaking to encourage ethnic groups in this country that
have brethren behind the Iron Curtain to look at matters from the
standpoint of this country rather than of the Soviet Union?

Mr. McCong. No, sir: I do not. I think it very important and I
think it becores increasingly important as we realize how energetic
the Communists are in trying to influence the ethnic groups and labor
groups and student groups throughout the world in indoctrinating
them and capturing them into the Communist orbit.

Chairman Russern. Qur cnemies are certainly trying to seek to
destroy us in every possible way, appealing to all ethnic groups in any
way they can get their hands on them. I do not see any reason why
we should have our hands tied.

Senator Bush?

Senator Sarronstarn, Will the Senator yield? I would like just
to supplement what the chairman has said.” Is it not true, Mr. Mec-
Cone, 1n your understanding of the CIA, that any work on the ethnic
groups in this country would not be within the province of the CIA,
In any event; am I correct in that?

Mr. McCone. I cannot answer that, Senator.

Senator SaLToNsTALL. Perhaps that should not be answered,

Senator Busa. Mr. Chairman, I want to congratulate President
Kennedy upon this nomination. 1 think it is one of the best that he
has made, and I want to congratulate Mr. MeCone upon being willing
to accept this very heavy burden of responsibility.

It is a heavy burden, and it requires a man of great integrity and
courage and trustworthiness and ability, demonstrated ability.

I know of my own knowledge of Mr. McCone that he is the man
that possesses these qualities to a marked degree, and I take great
comfort in this nomination for that reason.

Furthermore, 1 know him to be a deeply religious man and one who
understands better than most, and T believe as well as any, the nature
of the Communist menace with which we are faced. 8o I believe,
Mr. Chairman, that he is in all respects which can be reasonably
taken into account in connection with this kind of an appointment,
that he is fully qualified and will give a wonderful account of himself
in this new post with this great responsibility, which he will shortly
assume.

I only have onc or two questions, perhaps, Mr. McCone. There
was some discussion this morning about the President’s letter to you in
which he referred to your Deputy whom he has designated to serve as
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a member of the Board; later, that he would expeet you to delegate
to your principal deputy, as you may deem necessary, so much of the
direction of the detailed operation of the Agency as may be required
to permit you to carry out your primary task as Director of Central
Intelligence.

My recollection is that General Cabell is the deputy at the prcsent
timo.

Mr. McCong. That is correct.

Senator Busm. Am I correct in my recollection that he is resigning
somotime in the near future?

Mr. McCong. Yes, the 31st of January, he is retiring from service.

Scenator Busa, Will the selection of your deputy be one of your
chief responsibilitics?

Mr. McCone. By law the appointment of the Deputy Director is a
Presidential appointment, to be confirmed by the Senate.

Senator Busu. So you will have the responsibility, then, of recom-
mending the Deputy to the President, is that correet?

Mr. McCowvEg. I think I will have the privilege of recommending
him.

Senator Busa. Have the privilege?

Mr. McCong. Yes.

Senator Busm. I have observed that in the CIA either the Deputy
or the Chairman has always been a high ranking wmilitary pcrson.
Goneral Bedell Smith, I believe, was the Chairman of the CIA, him-
self, or the Director of the CIA, himsell, but, otherwise, when we
have had a civilian director, we have usually had a high ranking
military officer there, which has always impressed me [avorably.

Would you care to tell the committeec whether you feel disposed
to recommend the appointment of a military person [or this job of
Deputy or not?

Mr. McCoxng. I think, first, because of the responsibilities that
are going to be thrown on this man, for the reasons mentioned in this
letter, which are greater perhaps than they have been in the past,
we will want to search out the most competent and able man that we
can get and who is willing to undertake the job, and it. will be no
easy job.

Now, if that is a military man, I think that would be a most satis-
[actory arrangement. There are a number of reasons for this.

In the first place, military men are usually well trained in adminis-
trative responsibilities, and this will be a big administrative task.

And, secondly, there is an intimate interrelationship between the
Agency and the Military Establishment,

And finally, by law, in the event of war, a very substantial section
of the Afrency goes into the military command. There is no require-
ment in the act that calls for a military man as the alternate to the
Director. The act states that if the Director is a military man, then
t%lle Deputy must be a civilian, but it does not state the vice versa of
that.

I would hope, in summary, I would first look over the available
military officers to sec if one might be available who had the com-
petence and the qualifications [or the job.” That would be my
preference.

Senator Bush. I have no other questions.

Chairman Russgry. T may say to you, Mr. McCone, for whatever
it may be worth, I think it is highly desirable for a civilian to have
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someone who has had training in military intelligence to assist him
in this Agency. :

If you can possibly get a military man that you can work with, I
think what the act says is that if the Director be a military man, he
should have a civilian Deputy. We have had military men directors
on a great many occasions,

Admiral Hillenkoetter—I do not guarantee that pronunciation—
was the Director for a long time and General Bedell Smith was
required to have a civilian specifically, but T am sure we have military
men who have the training and patriotism that would fit them into
this position very well. ‘

Senator Busa. Mr. Chairman, I do not mean to interrupt, but I
would like to add my own comment -entirely in support of what you
have just said on that, and to observe that I think it %as been wonder-
“ful since I have been here, one of the things that has impressed me
most has been the quality of our high ranking military men that
come to the surface after 30 or more years of service in the military
organizations.

1 do not think we bring up in any walk of American life finer citizens,
men of greater ability, versatility, dependability, patriotism, and so
forth, than in the men that eventually come to the top in our services.

So I join the chairman in hoping that you will continue in the tradi-
tion, if it is that, and find a man in the services to be your deputy, in
the military services.

Chairman Russmrn. Senator Canxon?

Senator Cannon. Thank you, Mr. Chairman. ‘

Mr. McCone, there was onc point raised this morning that left
some confusion in my mind, and I would like to correct the record on it.

When Senator McCarthy referred to a quotation of Hansen Baldwin
in which he said, “It should be clear that intelligence is too important
to be left to the unsupervised,” I gathered the impression from the
answer that actually the CIA was supervised by some agency, and
1 do not beliove that is correct.

I wonder, would you care to state is there any agency that super-
vises, exercises supervisory control over the CIA?

Mr. McCong. No, there is none. I am sorry if my response:gave
that impression. There is none.

Senator Canwon. I think that the inference was made that the
National Security Council, perhaps, exercised some supervisory power,
but they simply recommend, make recommendations to the President,
is that correct? )

Mr. McCone. Yes. By law the Agency reports to the National
Security Council, and the National Security Council takes a very
considerable cognizance, it has in the past, over the operations of the
Agency. But I wouldn’t term it that that was supervisory. However,
the point that I was making was that in many fields of our activities,
our foreign activities, there is established and under this administra-
tion and the past, proper supervisory arrangements of an interdepart-
mental nature. :

Senator Canvon. Now, Mr. McCone, you stated a few moments
ago that you would feel obliged to follow the instructions and direc-
tions of the President, unless it was clearly in violation of your oath
to support and defend the Constitution of the United States. Senator
MecCarthy raised the point on page 4 of his statement concerning the
legal or constitutional justification for certain actions, and in that
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connection I would like to ask you whether or not you feel that if the
CIA were to interfere or to assist in the overthrow of the government
of any foreign country, that would be a violation of your constitu-
tional authority?

Mr. McConE. Well, that is an answer, a rather difficult hypotheti-
cal question to answer, Senator. I think that there again 1t would
really depend upon the actions that might be indicated in support of
the President’s foreign policies and desired by him and his determina-
tion to conduct this foreign policy to meet the best interests of the
United States and our determined effort to fight back the intrusion of
communism.

I would be inclined to support his efforts in this regard based on his
Presidential prerogatives and his Presidential authority. Tt would
have to be quite an extreme case, I should think, before I would feel
that it was a violation of constitutional rights of the exccutive branch
of the Government.

Senator CaANNoN. But certainly you would not feel that you had the
authority to take any such actions without specific approval and
direction of the President?

Mr. McCong. Oh, that is correct.

Senator CannoN. And that short of that, your authority would be
limited solely to the collection, evaluation and dissemination of
intelligence-type data, intelligence type of information?

Mr. McConge. Thatis correct.

Senator CannNoNn. I was concerned about Senator McCarthy’s
statement that the CIA takes the credit for the overthrow of Dr.
Arbenz as President of Guatemala in 1954. Is that a recognized fact
that CTA does take any such credit so far as you know?

Mr. McCoxg. Not that I know of, no.

Senator SyminagTon. Will the Senator yield?

Senator Caxxon. I will be happy to yield.

Senator SymineToN. They wouf)d run into direct conflict with other
agencies of Government in doing that. The Ambassador told me he
took direct pleasure in being largely responsible. If it was a good
thing to do, lots of people would take credit for it. If not, perhaps
it would end up in the CIA.

Senator Cannon. I also note the statement wherein CIA supposedly
helped equip an army in the south to remove Souvanna Phouma.
Now do you know of any action taken by the CIA in helping equip
an army in the Vietnam situation? :

Mr. McCone. Not by the CIA; no. There was a great deal of
foreign military aid went into that program.

Senator CanyoN. So I understand, but I am just trying to delineate
and define in my own mind at least where the authority lies in the
CIA and what your response as to that authority is.

Mr. McCone, getting back to this professor situation, I think you
have already indicated that you took no direct action and you made
no official communication and no official request that these professors
be discharged from their duties, and you stated to Senator Bartlett
that there were, of course, people who knew you were unhappy with
them. Did you, informally, at least, make an unofficial request, and
I am just saying this to try to clarify the record, make an unofficial
request or suggestion to anyone in authority at any time that these
people should %e discharged because of their actions?
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Mr. McCong. No, I did not.

Senator CaANNoN. No further questions.

Senator Besrn. Mr. Chairman, it hasn’t been my pleasure to
have known Mr. McCone before today, but I have been certainly very
much impressed by what members of this committee who have worked
with him have had to say, particularly Senator Symington who has
worked with him.

I wasn’t a member of the Senate in 1950 and 1951. I was a member
of the other body. At that time we in west Maryland were very
much concerned about an awarding of a contract to Kaiser-Frazer
for the construction of the C—119. I belicve you took it away from—
you awarded the contract, didn’t you, to Kaiser-Frazer?

Mr. McCone. I approved the award at that time.

Senator BearL. Fairchild at Hagerstown was making the C-119.

Mr. McCone. That is correct.

Senator BearL. Did you instruct them to turn their -engineering
personnel, the blueprints and so forth over to the Kaiser plant at
Willow Run?

Mr. McConz. Not their personnel but the blueprints, which were
the property of the Air Force

Senator Beart. But Kaiser-Frazer did take some of the personnel ?

Mr. McCone. As I recall it, and this was a long time ago, as I re-
call it they entered into a mutual assistance contract of some kind
which may have required some personnel. ;

Senator Bearnu. Wasn’t it a fact that Fairchild were building the
C-119 for $260,000?

Mr. McCone. Just about.

Senator Brarr. And Kaiser-Frazer charged $1,200,000?

Mr. McConz. Information of that nature came out in the June
1953 hearing, but I left the Air Force prior to the time that Kaiser-
Frazer production had started, between October 1951 and June 1953
I did not have the information on costs and so forth. But when this
hearing which was at my own request was held by a subcommittee of
this committee, information came out that the then production of
Kaiser-Frazer plant was in the order of—it was a very high figure, and
I imagine that you got that figure from the record. "I haven’t looked
at the record, but it sounds familiar to me.

Now, there are many factors that enter into that. Kaiser-Frazer
was getting started and the Hagerstown plant had been going for
several years, so there was a point on the learning curve. All of
those things were a part of the comparison. I am not in a position
to comment on the performance of Kaiser-Frazer except that those
who testified for the Air Force and who were familiar with it seemed
to feel that the costs were quite high, disappointingly so. ‘

Senator Brart. Do you remember writing a memorandum warning
the costs of the C~119 being produced by Kaiser-Frazer might become
loaded with costs properly attributable to Kaiser’s automobile enter-

rise? '
P Mr. McCoxEe. Yes, I wrote that memorandum with respect not
only to Kaiser-Frazer but to several others. The circumstance was
this. We were going through the transition of peacetime economy to
really a wartime economy, and we were utilizing commercial plants,
automobile plants, and engine plants for the manufacture of airplanes
and engines and all the rest, and I was fearful that the cost of the
transition would be loaded on our contracts, and therefore, I wrote a
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memorandum to the Chief of Staff of the Air Force and the Chief of
the Air Materiel Command urging that in negotiating these contracts
and In setting up their audit staffs and so forth that they be very
careful that we didn’t pay—that the costs of the Government were not
loaded with costs properly chargeable to their commercial operations.

Senator BEALL. But you didn’t realize that between December the
5th and the 15th, that this possibility existed at that time, did you?

Mr. McConEe. Your question, sir?

Senator BearL. You did not realize botween December the 5th
and December the 15th that this possibility existed. You discovered
that later?

Mr. McCone. Yes, I realized it right along.

Senator BEarr. Did you?

Mr. McCong. Because it was obvious to me, having had a back-
ground in the manufacturing business. It was obvious to me. It
was on January 5, as I recall it, that I wrote the memorandum.

Senator Bearr, Thank you, Mr. Chairman. That is all. Thank
you, Mr. McCone.

Chairman Russein. Any further questions?

Senator SymineroN. I would make an observation, based on some
testimony here. To the best of my recollection some of the people
who have been directors of Central Intelligence have had no intelli-
gence experience.  As I remember the first was Adm. Sydney Souers.
Whether he was in ONI or not I do not remember. If he was, then
he had some intelligence cxperience as a part of the Navy. The
second one, I believe, was cither Gen. Bedell Smith, another military
man, or Admiral Hillenkoetter.

Chairman RusseLr. Hillenkoetter was second. .

Senator SyminaToN. To the best of my knowledge, the careers of
neither of those men were primarily intelligence. They may have
had it because of changing assignments. I do know one former head
of the Central Intelligence Agency, General Vandenberg, who was
taken from the military into Central Intelligence and objected bitterly,
because he hadn’t had experience in that field. It came up again
when he was considered to be the Vice Chief of Staff and later the
Chief of Staff. He did not feel that he was at home in intelligence,
because of lack of experience. He was a great chief.

Senator Case. What about Wild Bill Donovan?

Senator SymingToN. I don’t think he cver was head of Central
Intelligence.

Senator Case. Not after CIA was created statutorily. He directed
some activitics later,

Senator SymiNngTon. Inasmuch as Mr. McCone has been in posi-
tions as sensitive as the Atomic Encrgy Commission, constantly in
matters that had the highest classification, I would be almost certain
in my own mind that he had had more cxperience in this field than
General Vandenberg had prior to his taking the position.

Mr. McCone, I would like to ask a couple of questions here without
the slightest criticism of anybody that asked any questions in this
hearing, of course, and I know you know that, and I know you have
not, either. Such questions are the purpose of these meetings.

Mr. McCong. That is right.

Senator SymiNagToN. Some of my colleagues who asked the more
detailed questions are ones I respect as much as any Members of the

Approved For Release 2004/03/25 : CIA-RDP64B00346R000400040049-5



Approved For Rejase2004/0% 2. S8 RRRAABAIAGRANIR00040049-5

Senate. This is the third time you have appeared before the Senate,
is it not?

Mr. McCoxn. That is correct.

Senator Syminaron. Have you ever done anything illegal in
business you know of?

Mr. McCone. No, sir.

Senator SymingToN. Have you ever done anything unethical in
business that you know of?

Mr. McCowng. No, sir.

Senator Symingron. When you were in private business you had
partners and/or stockholders, didn’t you?

Mr. McCoxe. That is correct.

Senator SymingToN. And you did your best, without doing any-
thing illegal or unethical, to earn a profit, for yourself and your stock-
holders and partners, is that correct? '

Mr. McCoxz. That is correct. P

Senator SymiNgTON: Now, it is still legal in America,if not to make
a profit, at least to try to make a profit, 1s it not? .

Mr. McCong. That is my understanding.

Senator Busk. It is illegal to keep it.

Senator Symrnaron. The Senator from Connecticut says it is only
illegal to keep it, and I believe some of your testimony has given
practical effect. to that observation because you said you were being
taxed 95 percent of your profits?

Mr. McCowg. During wartime,

Senator SymingroN. Didn’t you say 95 percent of some of your
profits were taxed?

Mr. McConz. That is right.

Senator SymiNeToN. So I think the somewhat jocular observation
of my friend from Connecticut nevertheless has some merit.

Now the Senator from South Dakota, who is one of the most
informed men I know, says that your Deputy Director of Central
Intelligence has to be confirmed by the Senate. .

Mr. McCoxg. That is my understanding, yes.

Senator SymingToN. And inasmuch as that 1s your understanding,
and inasmuch as the chairman of this committee at least implied, if
he didn’t actually state that the logislative history, and sense of the
Congress, was that he should be a military man, I would hope that
vou would give that consideration. 1 agrec that because of the
nature of your work and the relative proximity of the two organiza-
tions, the Defense .Department and Central Intelligence Agency,
which sometimes have not worked together entirely satisfactorily, and
inasmuch as you said something T did not know before, namely, that
in time of war a large part of your apparatus goes into the Defense
Department, I would hope that one of the men such as Senator Bush
referred to, with long experience in the military, could be your deputy.

Now my final question is this. This is your third time before the
Senate. You never had a vote against you yet in the two previous
times you came before the Senate. Do you know of any reason of
any kind, direct or indirect, which would prevent you from handling
this position in accordance with the wishes of the President and
your oath of office?

Mr. McCongs. No, I know of none.

Senator SymineToN. I have no further questions, Mr. Chairman,
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Chairman RusseLr. Does any other member of the committee
have additional questions? Senator Cannon.

Senator CanNoN. Mr. Chairman, one question has been raised
in my mind as a result of Senator Beall’s question. Why was the
contract taken from Fairchild and awarded to Kaiser if you anticipated
that costs might go up by reason of conversion from automobile work
and no expericnce?

Mr. McCong, Well, the reason for it—there was no contract taken
away from Fairchild. What happencd was that we wore going
through a vast expansion of our aircraft production program, and the
agreed production needs for this particular type of airplane was
several times the all-out, 24-hour-a-day capacity of the Hagerstown
plant of Fairchild. Thercfore, the problem that we faced was
whether to open up a second plant under Fairchild management in
Chicago, Omaha, or elsewhere, or to take a second source such as
Kaiser-Frazer. The recommendations of the Air Materiel Command
and the Air staff which I approved was to seloct Kaiser-Frazer, who
had a large plant at Willow Run, and we had a recapture clause in
our contract so we could repossess it in the cvent of an emergency,
and this appeared to us to be a better foundation for our expansion
program than the opening up of the Chicago plant. And there were
various factors, labor shortage and all the rest that came into it.
But the point, Senator Cannon, is that there was no contract taken
away from Fairchild.

Senator Cannon. Fairchild did continue?

Mr. McCoxg. Fairchild did continue.

Senator Canvon. To operate at their capacity?

Mr. McConE. At their capacity; that is right.

Senator CanxoN. Thank you very much. Thank you, Mr.
Chairman.

Chairman RusszrL. If no other member of the committee has any
further questions, Mr. McCone, we will excuse you for the time being.

Mr. McCong. Thank you very much, sir.

Chairman Russerr. The committee will go into executive session
here to determine what further steps should be taken.

(Whereupon, at 4:15 p.m., the committee went into executive
session,)

(On Monday, January 22, in executive session, the committec
unanimously voted to report favorably to the Senate the nomination
of Mr. McCone to be Director of Central Intelligence.)
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APPENDIX I

CENTRAL INTELLIGENCE AcGENCY,
: Washington, D.C., January 19, 1962.
Hon. RiceArRD B. RusseLL,
Chairman, Armed Services Commitiee,
U.S. S8enate; Washington, D.C.,

Drar SenaTor Russern: T am happy to respond at the Armed Services Com-
mittec’s request to the statcment Senator Eugene J. McCarthy made on January
18, 1962, at the opening of the committec’s hearings on my nomination to the
position of Director of Central Intelligence. 1 shall respond directly to the
specific questions posed by Senator McCarthy at the end of his statement, but
as other portions of the statoment were considered during the hearings I shall
also set forth my position in regard to them.

The first question asked if the Central Intelligence Ageney is to be reorganized
and if so in what respects. I have been and I am studying the organization of
the Ageney very intently.  The present pattern of organization of the Ageney
is the result of years of study by competent people, both within the Government
and outside consultants, and in my opinion it is not a bad pattern of organization.
However, T believe that in all departments of the Government there is an cvolu-
tion in management procedures and opportunity for improvement, so I think
that some changes will be indicated in the Agency organization. I would propose
to discuss any important changes with our congressional subcommitteas.

During the hearings before your committee I road into the record a lotter
from the President concerning the scope of the responsibilities he has asked me
to assume, and the Prosident stated therein that he would expeet me to delegate
to a principal deputy as T may deem neeccssary so much of the dircction of the
detailed operation of the Agency as may be roc&uired to permit me to carry out
the primary task of the Director of Central Intelligence. This, of course, 1
intend to do, and while I will have overall responsibility for the Agency, T am
studying what delegations of authority should be made %o the Deputy Director
of Central Intelligence.

Senator MeCarthy’s second question asked what bearing such changes would
have upon the duties of the head of the Central Intelligence Agency and upon
the operation of the Agency. Any changes made in Agency organization will
have no bearing on the. duties of the Director of Central Intelligence, the scope
of whose responsibilities is set forth in the Presidential letter mentioned above.
The authority of the Director has been neither enhanced nor diluted, and I
believe the purpose of the President’s directive is to make clear that the Director
of Central Intelligence is his principal intelligence officer to exercise the dual
role set forth in the law, to be responsible for the direction of the Central Intelli-
gence Agenoy itsclf, and to assure the coordination of the intelligenee community
as a whole. The one change that has been made is in connection with the coordi-
nation function. The Dircctor of Central Intelligence is Chairman of the U.S.
Intelligence Board, which is composed of the heads of all the intelligence com-
ponents of the Government, and I have placed the Deputy Director of Central
Intelligence on that Board to represent the views of the Central Intelligence
Agency in connection with any matters considered by the Board. It appeared
to me that if I served as Chairman and as such as the President’s representative
and the Deputy as the Agency’s representative was the advoeate of the Agency’s
viewpoints, I would be in a position to take a more objective point of view. This
new arrangement was approved by the President in the letter referred to ahove,

Senator MeCarthy’s third question asks for my views as to the authority for
some of the actions attributed to the Central Intelligence Agency in the field
of foreign affairs within recent years. Many events have been attributed to the
Central Intelligence Agency over the years, and it would be impossible for me
to have the facts on these matters, but T certainly do not accept that beeause’
they are attributed to the Central Intelligence Agency the Agency is responsible
for them. The Senator’s question appears to go to the basic juridical or con-
stitutional authoritics of the exccutive branch, and this involves profound legal
questions which, sinee I am not a lawyer, I do not feel competent to debate.
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It is my understanding, howecver, that the President has wide powers in the
field of foreign relations and within the framework of the Constitution is empowered
to do what he deems to be necessary to protect and promote the national interest.
At the present time, in my opinoin, the national interest is best served by taking
steps to deter the encroachment of communism. As provided by law the Central
Intelligence Agency operates under the direction of the National Security
Couneil which is advisory to the President and of which he is Chairman and,
therefore, it is but one of the arms in the complex of establishments which are
involved in the President’s conduet of foreign policy. I intend to carry out
to the best of my ability all duties assigned, and I must assume that no such
assignment would cause me to violate my oath of office to support and defend
the Constitution.

Senator McCarthy’s fourth question concerns my judgment as to methods
which can be justifiable used by the Central Intelligence Agency. The very
nature of the question is such that I believe I cannot respond to it, particularly
in the light of the responsibility imposed upon me by law to assure the protection
of intelligence sources and methods from unauthorized diselosure.

Senator MecCarthy’s fifth question was to the extent of my involvement, if
any, in what had been described or reported as “leaks” from the Atomic Energy
Commission with reference to the moratorium on nueclear testing. I know of no
instance where I personally or any of the Commissioners were charged by anyone
with leaking anything either on this subject or any other subject of a classified
nature. There were leaks in this area, but there were none that were attributed
to the Atomic Energy Commission. ‘

Senator MeCarthy’s sixth question inquired as to the facts with regard to the
charge that I attempted to have scientists fired at the California Institute of
Technology. Ten scientists at Cal Tech signed a statement concerning suspension
of nuclear testing. I differed strongly with their position and felt that the manner
in which the statement came out tended to imply that it was an official Cal
Tech position. I wrote my letter stating my strong disagreement to one of the
10 scientists direetly, Dr. Thomas Lauritsen. To the best of my recollection
I did not send copies of this letter to the university or officials thereof, and the
file carbon which I retained does not indicate any distribution. I would be less
than candid if I did not saiy that my views coneerning this matter were known to
many people. However, I did not officially or unofficially request the dismissal
of any or all of the scientists by the institute, and none were dismissed as a result
of any action by me.

The general thrust of Senator McCarthy’s statement was the need for greater
congressional supervision of the Central Intelligence -Ageney, and early in his
statement he said there is no regular or normal procedure in existence or in use
today by which committees of the Congress are consulted or informed of the
Central Intelligence Agency’s activities. There are, of course, subcommittees
of the Armed Services Committees of both the Senate and the House, constituted
as CIA subcommittees, and there are subcommittees of the Appropriations
Committees of both the Senate and the House, constituted to consider the Central
Intelligence Agency’s appropriations matters. The Central Intelligence Agency
has been at all times responsive to the calls of these subcommittees and in addition
has brought to their attention matters the Agency felt should properly be con-
gidered by them. I will continue this policy and this relationship with these
subcommittees.

Senator McCarthy’s statement quoted a comment by Hanson Baldwin that
intelligence is too important to be left to the unsupervised. In addition to the
relationship with the subeommittees of the Congress set forth above, the Agency
reports to the National Security Council and is subject to direction by the National
Security Council. There are precise interdepartmental arrangements for consider-
ation of certain of the Agency’s activities so that the President and the Secre-
taries of State and Defense ean a p1¥1 policy guidance and be adequately informed.

Senator McCarthy also sets E) th a quotation from Walter Lippmann stating
that the Central Infelligence Agency has been much too often an original source
of American foreign policy. I do not consider that the Director of Central Intel-
ligence is a policymaiing position. The chief function of the Agency is to obtain
all possible facts from all sources and after proper evaluation disseminate them
to the President and other appropriate policymakers. I might be asked my
personal views, and if so I would feel free to give them, but do not conceive that it
1s proper for the Dircctor of Central Intelligence to volunteer in regard to questions
concerning the national policy. Within the intelligence structure there are, of
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course, from time to time policy questions eoncerning organization or methods,
but these are not related and therefore must be clearly differentiated from matters

of national policy and are settled internally through the mechanism of the U.S.
Intelligence Board.

I trust the foregoing will serve the needs of the committee.
Yours very truly,

JouNn A. McCong, Director.

O
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MEMORA?IDUM\ FOR: THE DIRECTOR

Attached is a topically indexed and a page
1ist of individual questions and statements
together with a copy of the confirmation hearing
which you had wanted for your files. At one
point you did state that ''by law, in the event of
war, a very substantial section of the Agency
goes into the military command.' For some
reason I had not noticed this earlier and you
may wish to mention this the next timme we meet
with our Subcommittee that while a part of the
Agency does go under military command it is
not by virtue of law but is simply by virtue of
formal agreement with the military.

19 February 1962

/) (DATE)
John S. Warner, Legislative Counsel
FORM NO. lOI REPILACES FORM t0-101 (47)

t AUG 54 WHICH MAY BE USED.
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